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SOUTHERN HILLS SURGERY CENTER’S MEMORANDUM
IN SUPPORT OF AGENCY REVERSAL OF PRELIMINARY ALJ RULING

Southern Hills Surgery Center files this Memorandum in support of Agency reversal of
the preliminary ALJ ruling and respectfully states as follows.
L INTRODUCTION

A. Nature and Purpose of this Review

The CON holder, Southern Hills Surgery Center (“SHSC”), owned by Surgicare of
Southern Hills, Inc., an affiliate of HCA/TriStar, has requested that the Health Services and
Development Agency (the “HSDA” or the “Agency™) review a preliminary ruling made by the
Administrative Law Judge (“ALJ”) presiding over the appeal of SHSC’s CON. The substance of
that preliminary ruling is explained below.

This review proceeding is not the same as the Agency’s review of the SBH-Kingsport,
LLC matter that the Agency conducted at the June 2016 meeting, In that case, the ALJ had ruled
on the merits of the CON appeal, and the Agency was asked to either accept or reject the ALJ’s
final ruling to grant the CON. In the current case, there has not yet been a trial on the merits, and
the ALJ has not yet ruled on whether the CON granted by the Agency should be upheld or

denied.




In this proceeding, the Agency’s review is much more limited. Regardless of the Agéncy
ruling on this appeal, the case will go back to the ALJ for a trial on whether the CON granted by
the Agency should be upheld or denied.

For this review, the parties have worked together to create a Joint Stipulation of Facts
(the “Stipulations™), which is included in the appendix as Attachment 1. Although SHSC
believes that only a small number of facts contained in the Stipulations are actually material to
the question presently before the Agency, the parties have agreed that these facts are not disputed
for the purposes of this review. For the convenience of Agency members, this brief will cite to
the Stipulations where possible, and to statutes, Agency documents, or other portions of the
record where necessary. In conducting the review of this request, the facts should be applied to
the relevant statutes, Rules of the Agency, and applicable CON criteria and standards. In so
doing, you are entitled to rely upon your experience and specialized knowledge as an Agency
member.l.

B. Factual and Procedural Background

In November 2014, SHSC filed a CON application to relocate the ASTC from its current
location in southern Davidson County to a site located approximately five miles away, also in
southern Davidson County.” The application also proposed the construction of a replacement
facility on the new site, which will have the same surgical capacity as the currently licensed
facility.® At the May 27, 2015 meeting, the HSDA granted this CON application by a vote of 8-
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? Stipulations  16.

* Stipulations § 24.




SHSC is currently licensed as an ASTC by the Tennessee Department of Health, Board
for Licensing Health Care Facilities (the “Board”).” SHSC was originally licensed in 2005, and
its license has subsequently been renewed by the Department of Health at each required renewal
date.® At the time the CON application was filed, and at the time the CON was approved, the
ASTC license was on Inactive status, and had been for the approximately eight years since SHSC
has suspended operations.” For the Board to place a license on Inactive status, and upon each
renewal, it must find that (1) the licensee has a need to temporarily suspend operations and (2)
the licensee intends to continue operations after a period of suspension.® Accordingly, the Board
necessarily recognized the temporary suspension when it granted Inactive status, and each time it
renewed the Inactive status over those eight years. This fact was also fully disclosed to this
Agency, both in the written application and in the oral presentation on May 27, 2015.°

SHSC’s CON application was opposed by five ASTCs affiliated with St. Thomas Health
(“STH”) and United Surgical Partners International (“USPI”) (collectively “Petitioners™). In their
opposition at the May 27, 2015 meeting, Petitioners sought to apply criteria non-existent in the
statutes or regulations in efforts to thwart the legal standards applicable to the Agency’s decision.
Petitioners contended that the length of the Inactive status resulted in the proposed relocation
being a “functional equivalent” of the establishment of a new ASTC. Without support from any
applicable standard, regulation, or law, Petitioners argued that SHSC’s application should be
held to the CON standards and criteria applicable to the establishment of a new ASTC.!® This

contention was not accepted by the Agency. To the contrary, the Agency found this project to be

> Stipulations 9 1.

§ Stipulations 3.

7 Stipulations 9 5.

ST.C.A. § 68-11-206(b)(1).

® See, e.g, CN1411-047 at pp. 4, 12; Transcript (Attachment 2 in the Appendix) at p. 61-64.
1 Transcript at p. 31.




! and the CON was approved by a vote of 8 “yes” to 1 “no.”'? Included in

“a relocation only,
the appendix as Attachment 2 is a copy of the transcript from pertinent parts of this HSDA
meeting,.

The Petitioners appealed the Agency’s approval of the CON. The matter is now pending
as a Contested Case, with the Hon. Thomas G. Stovall, Administrative' Law Judge, presiding.
Critical to resolution of the Contested Case is whether the applicable CON coverage category for
the SHSC project is that for the “relocation and replacement of an existing ASTC” or that for the
“establishment of a new ASTC.” Resolution of this issue will then necessarily inform which
standards should be applied to the SHSC project during the upcoming trial.

C. The ALJ’s Preliminary Ruling

Recognizing the importance of this key issue to a proper resolution of the Contested
Case, SHSC requested a pre-trial ruling (in the form of a “Motion for Partial Summary
Judgmen ’;) from the ALJ that (1) the applicable certificate of need coverage category for the
SHSC project is the relocation and replacement of a health care institution pursuant to T.C.A. §
68-11-1607(a)(5), and (2) that the “Certificate of Need Standards and Criteria for Ambulatory
Surgical Treatment Centers” in the Tennessee State Health Plan do not apply to this project.

Judge Stovall declined to make such a ruling. To be clear, Judge Stovall did not rule the

SHSC project is the establishment of a new ASTC, or that those criteria are applicable to this

project, but he declined to rule this is nof a new ASTC or that those criteria are not applicable.

The practical implication of Judge Stovall’s decision is that the parties will be forced to expend
considerable time and resources during the trial arguing these points and putting on proof

regarding the criteria and standards applicable to the establishment of new ASTCs, which are

! Stipulations 923, see also Transcript at p. 105.
12 Stipulations 9 24.




much more stringent than those applicable to the relocation and replacement of existing ASTCs,
when those criteria and standards are in fact inapplicable and irrelevant to this project. Following
Judge Stovall’s ruling, and with his permission, SHSC sought the Agency’s review of that ruling,

D. Relief Requested

SHSC respectfully requests that the Agency reverse Judge Stovall’s preliminary ruling
and instead issue a ruling that:

(1) The applicable certificate of need coverage category for the SHSC project is the
relocation and replacement of a health care institution pursuant to T.C.A. § 68-11-1607(a)(5) and

(2) The “Certificate of Need Standards and Criteria for Ambulatory Surgical Treatment
Centers” in the Tennessee State Health Plan do not apply to this project.

II. THIS PROJECT IS THE RELOCATION AND REPLACEMENT OF AN
EXISTING ASTC, AND NOT THE ESTABLISHMENT OF A NEW ASTC.

Two separate and distinct coverage categories exist in the CON statutes governing (1) the
relocation and replacement of existing health care institutions and (2) the establishment of new
health care institutions, respectively:

T.C.A. §68-11-1607(a)(5) provides in pertinent part:

[A CON is required for] “A change in the location of or the

replacement of existing or certified facilities providing health care
services and health care institutions . . .” (emphasis added).

T.C.A. §68-11-1607(a)(5) provides in pertinent part:

[A CON is required for] “The construction, development, or other
establishment of any type of health care institution . . .” (emphasis
added). ‘

The SHSC project at issue here properly falls under the former coverage category, (a)(5),
relating to relocation and replacement of health care institutions, for several reasons as discussed

below. Recognizing this, the HSDA staff and the Department of Health staff both correctly




analyzed and evaluated the SHSC application as a relocation and replacement of an existing
ASTC, and not as the establishment of a new ASTC."® Both staffs likewise correctly applied and
analyzed the criteria and standards for “Construction, Renovation, Expansion, and Replacement
of Health Care Institutions” in the Guidelines for Growth." Included in the appendix as
Attachments 3 and 4 are copies of these staff reviews.

Furthermore, this Agency, relying in part on the staff reports but also on statements made
during the presentation of the application on May 27, 2015, properly considered this as a
relocation and replacement of an existing ASTC, and not as the establishment of a new one. In
the motion to approve, Mr. Mills stated, in part:

“Regarding orderly- development, this proiject was previously
already approved, and it is a relocation only.”"

Those determinations were the correct ones, and the ALJ erred when he declined to rule
that this is a relocation and replacement of an existing ASTC, and not the establishment of a new
ASTC. SHSC is asking you to correct that error.

Of course in order for this to be a “relocation,” SHSC must be considered as being an
“existing” ASTC. The Petitioners contend it is not “existing” for several reasons, all of which are
irrelevant and not supported by the applicable law. The primary reason Petitioners contend
SHSC is not “existing” is because its license has been in Inactive status for a period of time
arbitrarily determined by Petitioners to be “too long” despite a complete lack of support in either
the governing law that applies or the history of the Agency’s decisions. This is also irrelevant to

the issue at hand.

" Stipulations 9 18-22.
 Stipulations 9 18-22.
1> Stipulations § 23, see also Transcript at p. 105 (Attachment 2 in the Appendix).
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The relevant facts which demonstrate SHSC is an existing ASTC for CON purposes
include the following:
(1) SHSC holds a valid license as an ASTC, license number 185. The license
was initially issued in 2005 and has been appropriately renewed annually
since then.'
(2) The SHSC license is currently on Inactive status. This means that SHSC is
validly licensed, but may not currently conduct outpatient surgery services
under the license. The Board may grant such Inactive status after making a

determination that the licensee has a need to temporarily suspend operations
and intends to continue operations after a period of suspension.

(3) In order to resume services at the licensed facility, SHSC is not required to
obtain the approval of the Board. Services could be resumed upon notice to
the Board and a site inspection and survey by the Regional Office.'®
For CON purposes, or at least for the purpose of determining whether a health care
institution is eligible for relocation, the “existence” of the health care institution is demonstrated
by the existence of a valid license. This is entirely consistent with the past interpretation and
practice of the Agency. Several CONs have been granted for facilities and/or beds that were on
Inactive status and/or not actually in operation at the time the CONs were granted. For example,
CN807-050A (NHC Healthcare, Tullahoma) was a relocation of a nursing home whose license
was on Inactive status and CN1007-030A was a relocation of that relocation project. Similarly,
there have been a series of CONs granted for the relocation of beds from McKendreee Village to
different sites and licensed providers—for example, CN1002-007A, CN1107-024A, CN1306-
022A, and CN1404-011A. None of the licensed beds at issue in those applications had been in

use for many years."

1% Stipulations 9 1-3.

17 Stipulations § 2; T.C.A. § 68-11-206(b).

'8 Stipulations 9 13.

*” See Response of Tennessee Health Services and Development Agency to Motion for Partial Summary Judgment.
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Clearly, the fact that the license is on Inactive status does not render the health care
institution “non-existent.” A contrary ruling would not only be inconsistent with the past practice
of this Agency, it would also undermine the authority and discretion of the Board for Licensing
Health Care Facilities.

The Board is expressly authorized by law to grant Inactive status to a license where the
licensee demonstrates that (1) the licensee has a need to temporarily suspend operations and
(2) the licensee intends to continue operations after a period of suspension.’ SHSC met this
standard every time it went before the Board. The very purpose of this authority is to allow a
health care institution to temporarily suspend operations, and not be required to get a CON for a
new health care institution in order to re-open. If the Petitioners prevail in their contention that
Inactive status makes a health care institution “non-existent,” then the Board’s authority to grant
Inactive status is meaningless. The Petitioners’ position is nothing less than a collateral attack on
the Board’s authority, and since the Board is not a party to this case, it cannot even defend its
position. The Agency should not allow such an absurd and inequitable result.

Nor does the length of the Inactive status render the validly-licensed health care
institution “non-existent.” The statute does not qualify or quantify an acceptable length of
suspended operations. To attain Inactive status the facility need only show it (1) has a need to
temporarily suspend operations and (2) intends to resume operations after a “period of
suspension,” What is or is not an appropriate periqd of suspension of operations is within the
sound discretion of the Board. In this case, the Board determined the length’of the SHSC
suspension was appropriate on each occasion it extended the Inactive status. Again, the
Petitioners’ position if successful would undermine the Boards discretion, and substitute .its

judgment for that of the Board.

27T C.A. § 68-11-206(b)(1).




This project cannot be both a relocation of an existing ASTC and the establishment of a
new ASTC. The categories are mutually exclusive. A health care institution is “established” by
(1) getting a CON for the establishment of a health care institution and (2) getting an ASTC
license from the Department of Health. SHSC has already taken both of these steps, and SHSC
was “established” in 2005, upon being granted its ASTC license by the Board.

III.  SINCE THIS IS A RELOCATION AND REPLACEMENT ONLY, THE “NEW
ASTC” CRITERIA AND STANDARDS ARE NOT APPLICABLE.

Just as there are two separate and distinct statutory coverage categories for relocation of
an existing ASTC and for the establishment of a new ASTC, there are likewise two separate and
distinct sets of CON criteria and standards applicable to each.

Relocations and replacements of existing health care institutions are governed by the
“Construction, Renovation, Expansion, and Replacement of Health Care Institutions” standards
in the Guidelines for Growth, 2000 Edition. Included in the appendix as Attachment 5 is a copy
of the standards applicable to relocations and replacements of existing ASTCs. These have not
yet been updated in the new State Health Plan. The establishment of a new ASTC are governed
by the “Certificate of Need Standards and Criteria for Ambulatory Surgical Treatment Centers”
in the updated State Health Plan. Included in the appendix as Attachment 6 is a copy of the
standards applicable to the establishment of new ASTCs. As demonstrated above this is a
relocation and replacement of an existing ASTC and not the establishment of a new ASTC, so
only the former standards and criteria are applicable to this application.

The Petitioners contend this is the “functional equivalent” of the establishment of a new
ASTC, and cite several irrelevant reasons to support their argument. The Petitioners made these
same arguments during their opposition presentation on May 27, 2015. They cleverly referred to

the SHSC project as a “RINO”—a “relocation in name only.” Again, these arguments have no




foundation in the applicable law. These contentions were appropriately rejected by the Agency
when the CON was granted, and should be rejected again in this review proceeding. As
demonstrated above, this is a relocation.

Because this is a relocation and replacement of an existing ASTC, only the relocation and
replacement criteria and standards are applicable. It would be illogical—and fundamentally
unfair to SHSC—to apply the “New ASTC” standards and criteria to this project.

IV.  CONCLUSION

For all these reasons, SHSC respectfully requests the Agency to rule that (1) the
applicable CON coverage category for this application is the relocation and replacement of
health care institutions pursuant to T.C.A. § 68-11-1607(a)(5); and (2) the “Certificate of Need
Standards and Criteria for Ambulatory Surgical Treatment Centers” in the Tennessee State
Health Plan do not apply to this project.

SHSC has submitted herewith Proposed Findings of Fact and Conclusions of Law, as
well as an Appendix including the Stipulations and certain exhibits from the record of this
Contested Case that were attached to the motion at issue in this review.

Respectfull s‘j'ﬁi“ed’/
LT Sl

Jer§ W. Faylor (BPR No. 009662)
M. Clark Spoden (BPR No. 007364)

J. Matthew Kroplin (BPR No. 027363)
BURR & FORMAN LLP

511 Union Street, Suite 2300
Nashville, TN 37219

(615) 724-3247
Attorneys for SHSC
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- CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing has been served on the following via email
and/or first-class, United States mail, postage prepaid, on this the _é_{éday of October 2016:

Byron R. Trauger (BPR No. 5658) James B. Christoffersen, Esq.

Paul W. Ambrosius (BPR No. 20421) General Counsel

TRAUGER & TUKE Tennessee Health Services & Development Agency
222 Fourth Avenue North 500 Deaderick Street, Suite 850

Nashville, Tennessee 37219 Nashville, TN 37243

Attorneys for Petitioners Attorney for the Agency

")

/
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Center, L1.C, and Physicians Pavilion, L.P., ) - S B

Petitioners. ) - :E
) S
R

JOINT STIPULATION OF FACTS

Certificate of Need Holder and Intervenor Surgicare of Southern Hills, Inc., d/b/a
Southern Hills Surgery Center (“SHSC”) and the P.etitioners, Saint Thomas Campus Surgicare,
L.P., Baptist Surgery Center, L.P., Baptist Plaza Surgicare, L.P., Franklin Endoscopy Center,
LLC, and Physicians Pavilion, L.P., stipulate the following facts for the sole purpose of the

Agency review of the Order Denying Intervenor’s Motion for Partial Summary Judgment:

1. SHSC is currently licensed as an Ambulatory Surgical Treatment Center

(“ASTC”) by the Tennessee Department of Health, Board for Licensing Health Care Facilities
(the “Board”), license no. 185.

2. The license for SHSC is presenﬂy on “Inactive” status. This means that SHSC is

validly licensed, but may not currently conduct outpatient surgery services under the license.

3. SHSC was originally licensed in 2005, and its license has been renewed with the

Department of Health at each required renewal date, including the period during which the

license has been in Inactive status.

4. The Board is vested with exclusive jurisdiction over the licensing and related

regulatory oversight of all health care institutions in the State of Tennessee.
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5. SHSC suspended operations in 2008 and disposed of its equipment. The license
for SHSC has been on Inactive status since November 5, 2008.

6. On or about January 4, 2010, Southern Hills Surgery Center, L.P., dissolved, and
the assets of Southern Hills Surgery Center, L.P. (the “Partnership Assets™), were transferred to
Western Plains Capital, Inc. (its then-debt holder) by operation of law.

7. On or about July 9, 2010, Western Plains Capital, Inc. and Surgicare of Southern
Hills, Inc. entered into a Transfer of Assets and Operations Agreement providing that the
Partnership Assets were transferred from Western Plains Capital, Inc. to Surgicare of Southern
Hills, Inc., as of January 4, 2010.

8. On or about July 19, 2010, the Office of Health Care Facilities of the Division of
Health Licensure and Regulation of the Tennessee Department of Health (the “HCE”) was
informed of the change in ownership (“CHOW?”) of Southern Hills Surgery Center from
Southern Hills Surgery Center, L.P. to Western Plains Capital, Inc. and from Western Plains
Capital, Inc. to Surgicare of Southern Hills, Inc. This was accompanied by a CHOW application
for each. |

9. On or about July 27, 2010, the HFC approved both CHOWs, with an effective
date of January 4, 2010.

10.  On or about February 28, 2011, Southern Hills Medical Center (“SHMC”) began
using the building that housed SHSC at 360 Wallace Road as a hospital outpatient department
(“HOPD”), limited to performing outpatient endoscopy procedures. SHMC has since performed
outpatient endoscopy procedures at 360 Wallace Road, although no procedures billed or

reimbursed as ASTC services have been performed at that facility since 2008.
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11. On or about November 4, 2015, SHMC notified the Department of Health that it
was using the building at 360 Wallace Road as an HOPD.

12. The HSDA was not informed at or before the February 25, 2015 hearing on the
CON Application that the Department of Health had not been notified that the building at 360
Wallace Road was being used by SHMC as a HOPD. The CON Application did disclose that this
building was being used by SHMC as a HOPD.

13. According to the Director of Licensure for the HCF, SHSC is not required to
obtain the approval of the Board in order to resume services at the licensed facility; the SHSC
license can return to “Active” status upon notification to the Board and a site inspection and
survey by the Regional Office; and it is impossible to say how long this process would take
because the determination of whether a survey is required, and if so the scope of the survey, is
made on a facility-by-facility basis that takes into account, among other factors, why the license
was placed on inactive status and hO.W long the license has been inactive. Although the facility’s
passing or not passing the survey does not take into account why the license was placed on
Inactive status, and how long the license has been inactive, the Board itself could decide to
consider such factors in determining whether or not to return the facility to “Active” status, if
such Board review were requested by HCF.

14.  SHSC sought approval from the HSDA to relocate its license and construct a
replacement facility through Certificate of Need Application No. CN1411-047, which is the
CON that is the subject of this dispute.

15.  The site for the proposed replacement facility for SHSC is on Old Hickory
Boulevard in southern Davidson County, approximately 5.5 driving miles from its current

southern Davidson County location. -
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16.  The proposed replacement facility for SHSC will have no more surgical capacity
than the currently licensed facility. The licensed facility has, and the replacement facility will
have, three operating rooms and two procedure rooms.

17.  The medical staff that comprised SHSC in 2008 is different than the medical staff
that comprises SHMC today. Specifically, the hospital has grown its number of surgeons by 100
percent. SHSC representatives have stated that it is possible that the demographic make-up at
SHSC’s proposed replacement facility could be different than that of SHSC in 2008. Petitioners’
experts assert that the patients to be served will, in fact, be different economically and
demographically and that the surgical mix will differ as well. SHSC’s expert disagrees that this
would necessarily be the case and asserts that, in any event, health care organizations change
dramatically over time so such hypothetical fluctuations are not relevant to the relocation issue.

18.  In the HSDA staff’s Application Summary of the CON Application (the “Staff
Summary”), the HSDA staff analyzed the certificate of need guidelines for “Construction,
Renovation, Expansion, and Replacement of Health Care Institutions” from the Tennessee
Guidelines for Growth.

19.  In the Staff Summary, the HSDA staff did not analyze or cite to the standards for
a new ASTC, specifically the “Certificate of Need Standards and Criteria for Ambulatory
Surgical Treatment Centers” in the State Health Plan.

20.  In the Certificate of Need Reviewed by the Department of Health Division of
Policy, Planning, and Assessment of the CON Application (the “Department of Health Review™),
the Department of Health analyzed the certificate of need guidelines for “Construction,
Renovation, Expansion, and Replacement of Health Care Institutions” from the Tennessee

Guidelines for Growth,
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21.  In the Department of Health Review, the Department of Health specifically
concluded that that the criteria “for relocation or replacement of an existing licensed health care
institution” were met.

22.  Inthe Department of Health Review, the Department of Health did not analyze or
cite to the standards for a new ASTC, specifically the “Certificate of Need Standards and Criteria
for Ambulatory Surgical Treatment Centers” in the State Health Plan.

23. At the conclusion of the hearing on the CON Application at the May 27, 2015,
HSDA meeting, HSDA board member Thomas Mills moved for approval of the CON
Application and specifically stated: “Regarding orderly development, this project was previously
already approved, and it is a relocation only.”

24.  The HSDA granted the CON Application by a vote of 8-1.

25. The CON, Certificate of Need No. CN1411-047A, was issued for: “The relocation
of Southern Hills Surgery Cent;:r from 360 Wallace Road, Nashville (Davidson County), TN to
leased space 111 a new building to be constructed. The new facility will contain the same number
of operating rooms and procedure rooms as the existing facility (3/2).”

26.  SHSC’s representatives and their health planning expert, Daniel Sullivan, were
not aware at the time of their depositions of any similar case in the United States where (1) an
ASTC ceased to operate; (2) its license was placed on “inactive” status for multiple (5+ or 7+)
years; and (3) it was allowed to obtain CON a];>prova1 as a relocation, although none testified that
they had undertaken to research the same. Kathryn Platt, a health planning expert for Petitioners,
contends that SHSC no longer exists. Daniel Sullivan, health planning expert for SHSC,

contends that SHSC does exist.
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27.  If SHSC’s health planning expert, Daniel Sullivan, were to have performed an
inventory of “existing” ASTC providers in Middle Tennessee, he would have looked at the Joint
Annual Reports made by ASTCs to the State of Tennessee and would not have seen a Joint
Annual Report for SHSC since 2008. Facilities on “inactive” status are not required to file Joint
Annual Reports, because there is no data to report when the facility is on “inactive” status. If
Mr. Sullivan had performed a need analysis for ASTCs in Davidson County, Tennessee, he

would have noted SHSC’s “inactive” licensure status and how long it had been “inactive.”

Submitted this l_((‘iay of September 2016.
Respectfully submitted,

f

Jerty W\ Taylor (BPR Nd. 009662)
M. ClaiK Spoden (BPR No. 007364)

J. Matthew Kroplin (BPR No. 027363)
BURR & FORMAN LLP

511 Union Street, Suite 2300
Nashville, TN 37219

(615) 724-3247

Attorneys for SHSC

Rl Mlosivs

Byron R. Trauger (BPR No. 5658)
Paul W. Ambrosius (BPR No. 20421)
TRAUGER & TUKE

222 Fourth Avenue North

Nashville, Tennessee 37219
Attorneys for Petitioners
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CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing has been served on the following via email
and/or first-class, United States mail, postage prepaid, on this the\_ day of September 2016:

Byron R. Trauger (BPR No. 5658) James B. Christoffersen, Esq.

Paul W. Ambrosius (BPR No. 20421) Tennessee Health Services & Development Agency
W. Justin Adams (BPR No. 22433) 500 Deaderick Street, Suite 850

TRAUGER & TUKE Nashville, TN 37243

222 Fourth Avenue North Attorney for the Agency

Nashville, Tennessee 37219
Attorneys for Petitioners

N&Ad .
J. Maﬁ:’hgﬁKropﬁn
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STATE OF TENNESSEE
HEALTH SERVICES AND DEVELOPMENT AGENCY

CERTIFICATE OF NEED APPLICATION

Southern Hills Surgery Center,
CN1411-047

May 27, 2015

Legislative Plaza
Room #12
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Nashville, Tennessee

MESCHELLE MINLEY DEEN, LCE CCF
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SOUTHERN HILLS SURGERY CENTER,
CN1411-047 - MAY 27, 2015

The following project was
presented and heard on Wednesday, May 27th,
2015, beginning at 11:05 a.m., at the Health
Services and Development Agency meeting,
Legislative Plaza, 301 Sixth Avenue North,
Room 12, Nashville, Tennessee, before a quorum
of the following board members:

D. LYNN JOHNSON, CHAIRMAN
ROBERT S. DOOLITTLE, VICE-CHAIRMAN
JACLYN AUSTIN

CHARLOTTE BURNS

CLAUDIA BYRD

MARTIN FLEMING, M.D.

MARK FLORA, M.D.

KEITH GAITHER

LISA JORDAN

THOM MILLS

JAMES L. WRIGHT

AGENCY STAFF PRESENT:

Melanie Hill, Executive Director
Mark Farber, Deputy Director

Mark Ausbrooks, Administrative
Assistant III

Jim Christoffersen, General Counsel

Alecia Craighead, Statistical
Analyst ITII

Phillip Earhart, HSD Examiner

Rhonda Finchum, Administrative Officer

Jeff Grimm, HSD Examiner

Court Reporter: Meschelle Manley Deen, LCR

LCR No. 610
Expires 6/30/2016

MESCHELLE MANLEY DEEN, LCR, CCR
256-303-3362 - manleydeen@yahoo.com
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SOUTHERN HILLS SURGERY CENTER,
CN1411-047 - MAY 27, 2015

MR. TRAUGER: I will begin.

MR. JOHNSON: Before you start,
Mr. Trauger, I'm just going to point out that
we're going to take a break since this -- you
have about 25 minutes. That'll get us to the
bottom of the hour, so we're going to take a
break before we go further. So just keep that
in mind as we move ahead. Thank you.

MR. TRAUGER: Thank you,
Mr. Chairman and members of the Agency. I'm
Byron Trauger, here for these six surgery
centers that will be significantly damaged if
this application is approved.

In a moment, Dan Elrod and Bill
West will explain that this application should
be denied because it has terrible consequences
for the orderly development of health care,
because it will 1limit access to some of the
most vulnerable people in the service area,
and 1t will improperly burden the largest
TennCare provider, and it will harm the public
hospital that already serves patients that
they seek to poach.

But I want to address another

fundamental problem with this application --
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namely, that there is absolutely no need for
the proposed surgery center.

Southern Hills characterizes
this as a relocation; it's a RINO; it's a
relocation in name only. It's not a
relocation, in the first place, because you
can't relocate something that doesn't exist.
This surgery center was opened in 2005; it was
closed in 2008. It remained closed in 2009,
2010, 2011, 2012, and was still closed in
2013, 2014, and 2015.

The surgery center was open for
a little more than three years; it has been
closed for six. Yes, it is technically
licensed, but it is not providing services
there. The applicant has not done a single
surgery or procedure as a surgery center, in
that location, for six years. In any
common-sense understanding of the term, this
surgery center does not exist. Even the
entity that owned it, when it was operational,
no longer exists.

So look what the applicant
proposes: They propose a new building in a

new location -- with new ownership through
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syndication to the physicians -- with new
services, serving a new patient population.
If that isn't a new surgery center, what
possibly could [it] be? As the courts would
say, this is the functional equivalent of a
new surgery center, and the project should be
held to the standards required of a new
surgery center, which it cannot meet.

Let me put this in context: Ten
years ago, when this ASTC was open, the
applicant represented to this agency that
there were eight surgery centers in the
service area. There are now 42: 31 surgery
centers in Davidson County, 11 in Williamson
County, and four in Rutherford County. The
world has changed since this application was
approved and since they closed the surgery
center.

But whether you call this a
"relocation" or a "new application," no one
can dispute that there are going to be three
new surgery suites available in the service
area, 1f this application is approved, and
there is no need for them. The fact is that

excess capacity exists now and outpatient
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specifically, during the peak hours [verbatim]
between 7:00 and 1:00. 85 percent of our
cases are performed during those time periods.

Our hospital was built in 1979,
so we do have some struggles with our original
format at the hospital, particularly around
preoperative and PACU space. We can't run all
ten ORs concurrently right now because we only
have -- I think it's 13 preoperative rooms and
ten PACU rooms.

MR. MILLS: Okay. So those,
you're proposing, would remain as is if this
application 1is approved for the three ORs and
the one procedure room?

MR. OZBURN: That is correct.

If I can decongest the main hospital campus
and move the existing outpatient surgeries
that are being performed in the hospital
walls, then I can make room for our larger
inpatient cases that we've seen a tremendous
rise in: Neurosurgery; orthopedics; some of
our general and vascular surgery.

MR. MILLS: Okay. This next
question, I think, is for Mr. Christoffersen.

Regarding a CON that goes dormant for seven
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years or eight years, can that be -- can you
just address that for me, please?

MR. CHRISTOFFERSEN: Well,
that's an open-ended question. It's not the
CON that has gone dormant as much as it 1is
that the CON merges with the license when they
become licensed. And at that point, it's the
Department of Health that is in charge of --
or over —-- regulating what happens there.

And they have received
permission -- which isn't the technical way of
putting it, but I'1ll put i1t in English. They
received permission from Health to maintain
the license in this inactive status for that
period of time. So it's still a wviable
license. Of course, nothing has been
happening there for quite a while, but

MR. MILLS: Okay.

MR. CHRISTOFFERSEN: I'm not
sure 1f that answer is what you're looking
for.

MR. MILLS: Thank you. Maybe I
can ask Ms. Reed.

MS. REED: Ann Reed, Office of

Health Care Facilities.
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MR. MILLS: Can you address for
me, when a license goes inactive for a
seven-year period, how that's handled by the
Department of Health? And is that normal? Is
that routine? Does it happen across the state
often?

MS. REED: This is probably the
longest inactive status we have of a license,
currently. They have to request -- a facility
that is licensed has to request, over at the
Board for Licensing Health Care Facilities, to
place that license in an inactive status, give
the reasoning why, what any kind of future
plans may be, and a time frame.

And so our board did hear this
at the May meeting, for the purposes of this
being, you know, moved to this next meeting of
the HSDA, and they gave them until September,
pending the outcome of this meeting.

MR. MILLS: So 1if this Agency
denies this application, then, come
September --

MS. REED: They'll come back
before our board, if they haven't made some

other decision, to have to request to extend
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that inactive status again.

MR. MILLS: So does the request
to extend an inactive status happen on an
annual basis or more frequently?

MS. REED: It's based upon the
time frame that's granted. So if they're
granted a year -- and, generally, when they do
the years, they'll try to time them and
coordinate them to the next board meeting a
year away or the next scheduled board meeting
so that there's not this lag of -- and then
the inactive status has run out and the board
meeting is another couple of months away.

So the board has to take that
up, and it's all based upon what i1s requested
or what is discussed by the board members as
an appropriate amount of time.

MR. MILLS: And do you entertain
opposition in your meetings?

MS. REED: Anyone can come --
they're public meetings -- as long as the
chairperson acknowledges them.

MR. MILLS: All right. Thank
you, Ms. Reed.

That's all I have for right now,
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application.

Regarding economic feasibility,
this is going to be taken from cash reserves
to fund the property. It will also decrease
their annual lease payments, which will be
financially feasible as well.

Regarding orderly development,
this project was previously already approved,
and it is a relocation only. It will provide
patient convenience, in conjunction with
having access to the medical staff, office
building, and the facilities next door.

Regarding the need -- the
previous application had already met the need,
but in addition to that, it will meet the AIA
guidelines for the three operating rooms and
the one procedure room, and it will also help
to meet the needs of their current patients,
with the physician offices next door to this
facility. And it will also allow for
additional capacity, which they have already
proven exists.

MR. JOHNSON: That's a proper
motion, but I think Mr. Doolittle has a

suggested correction or amendment.
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complete transcript to the best of my ability.
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an attorney or counsel of any of the parties,
nor a relative or employee of any attorney or
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HEALTH SERVICES AND DEVELOPMENT AGENCY
FEBRUARY 25, 2015
APPLICATION SUMMARY

NAME OF PROJECT: Southern Hills Surgery Center

PROJECT NUMBER: CN1411-047

ADDRESS: NE Corner of Intersection of Old Hickory Boulevard
and American General Way
Brentwood (Davidson County), Tennessee 37250
LEGAL OWNER: Surgicare of Southern Hills, Inc.
¢/ o Southern Hills Medical Center
391 Wallace Road

Nashville (Davidson County), Tennessee 37211

OPERATINGENTITY: N/A

CONTACT PERSON: John Wellborn
(615) 665-2022

DATE FILED: November 14, 2014
PROJECT COST: $ 17,357,832
FINAN CING: ) Cash Reserves

PURPOSE OF REVIEW:  Relocation and replacement of an existing
Ambulatory Surgical Treatment Center (ASTC)

DESCRIPTION:

Southern Hills Surgery Center is seeking approval for the relocation of an
existing inactive multi-specialty ambulatory surgical treatment center (ASTC)
located at 360 Wallace Road, Nashville (Davidson County) TN to 18,109 SF of
newly constructed leased space located at an unaddressed site in the northeast
corner of the intersection of Old Hickory Boulevard and American Way,
Brentwood (Davidson County), TN. The proposed relocation site is 5.5 miles
southwest of the existing ASTC. There will be no change in the existing surgical
complement of three operating rooms and two procedure rooms.

Southern Hills Surgery Center
CN1411-047
February 25, 2015
Page 1
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CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT OF
HEALTH CARE INSTITUTIONS .

2.  For relocation or replacement of an existing licensed health care
institution:
a. The applicant should provide plans which include costs for both
renovation and relocation, demonstrating the strengths and
weaknesses of each alternative.

The applicant points out that renovation at the current location is not
feasible because the building footprint cannot be expanded to increase
surgical rooms, recovery and support space to current design and
licensure standards. By relocating, the applicant will lease from another
wholly owned HCA subsidiary, which will recapture large lease
payments within the applicant’s own organization.

It appears that the application will meet this criterion.

b. The applicant should demonstrate that there is an acceptable existing
or projected future demand for the proposed project.

Fourteen physicians have provided letters supporting the proposed
relocation. The applicant projects 3,170 surgical cases during the first
year of operation and 3,602 surgical cases in Year 2.

It appears that the application will meet this criterion.

Southern Hills Surgery Center
CN1411-047
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Staff Summary

The following information is a summary of the original application and all supplemental
responses. Any staff comments or notes, if applicable, will be in bold italics,

Southern Hills Surgery Center proposes to relocate and re-open its existing
inactive ambulatory surgical treatment center 5.5 southwest of its current
location. It proposes to move from leased space on Wallace Road on the Tri-Star
Southern Hills Medical Center campus to leased space owned by another HCA
subsidiary. The proposed site is located on a 53-acre tract of land acquired from
AIG that includes several large office buildings. It was acquired in 2014 by HCA
subsidiary, Southpoint, LLC. A 14 acre wooded section is available for
immediate development. The facility will be located on 3.5 acres of the tract on
the east side of American Way, bordered by Old Hickory Boulevard. There will
be no change in the number of operating and procedure rooms. The service area
of Davidson, Rutherford, and Williamson Counties will remain unchanged as
well, -

In March, the Agency will consider another HCA project on this same 53-acre
tract. The applicant’s affiliate, HCA Health Services of Tennessee, Inc. filed an
application (Tri-Star Southern Hill Medical Center, CN1412-050) for the
establishment of an eight-treatment room satellite emergency department, which
will be operated under TriStar Southern Hills Medical Center’s 126-bed acute
care hospital license. Also heard simultaneously with the Tri-Star Southern Hills
ED application will be a similar application for Saint Thomas Hospital, CN1412—
049, approximately 1.5 miles from this location.

The existing surgery center has been inactive since 2008. In the supplemental
response, the applicant provided the following reasons for the inactive status:

e The deptessed economy in 2008 resulted in fewer elective surgeries being
requested which resulted in excessive surgical capacity available at both
the surgery center and the hospital.

e The active medical staff had fewer surgeons then (20) compared with now
(39, including 7 neurosurgeons).

» The hospital had sufficient surgical capacity to absorb the surgery center
caseload, so the ASTC operation was suspended.

A public bus line currently provides services to the proposed ASTC site. In
addition, TennCare will provide transportation services for TennCare covered
services.
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If approved, the facility is projected to open at the new location on October 1,
2016. The current site, which is being utilized by the hospital for endoscopies,
will simultaneously close and endoscopies will return to the hospital campus.

An overview of the project is provided on pages 5-6 of the original application.
The table below provides a brief history of this facility.

History

Date S o Event

June 23, 2004 . Southern Hills Surgery Center, LP (CN0403-025A) was approved for the
development of a new ambulatory surgical treatment center (ASTC) to be
located in a medical office building being constructed on a 3.1 acre tract on
the East Campus of Southern Hills (several blocks to the northeast of the

hospital campus).

February 23,2005 | Southern Hills Surgery Center, LP (CN412-110A) was approved for a change
of site of the previously approved, but unimplemented CN0403-025A, to a
new location approximately 250 yards to the northeast of the main entrance
of the hospital. This new site was available due to the relocation of a surgery
center (Smyrna Physicians Pavilion Surgery Center, CN0307-050A) to Smyrna
(Rutherford County), TN

July 26, 2005 ,; Surgery center opens.

November 5, 2008 | Cessation of outpatient surgical cases

January 4, 2010 Southern Hills Surgery Center, LP (51% owned by Surgicare of Southern Hills,
Inc. and 49% owned by surgeons on medical staff of Southern Hills Medical

Center) dissolves.

July 9, 2010 T Surgicare of Southern Hills, Inc. becomes the sole owner of Southern Hills
Surgery Center.

February 28, 2011 | Hospital begins utilizing surgery center space for endoscopic surgeries.

Source: CN1411-047 and Tennessee Department of Health

Ownership
e Southern Hills Surgery Center, Inc. is 100 percent owned by HCA Inc.,

whose parent organization is (through several corporate entities) HCA, .
Holdings Inc.

e THCA Inc. operates 14 hospitals and several surgery and imaging centers
in Tennessee. An organizational chart is enclosed in Attachment A 4.

¢ The applicant intends to syndicate the ASTC with physicians at the new
location with the applicant maintaining majority control (at least 51%).

s If the ASTC is syndicated, the most likely management entity to manage
Southern Hills Surgery Center will be HCA’s wholly owned Medical Care
America.
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Facility Information

The total square footage of the proposed one-story project is 18,109 square
feet. A floor plan drawing is included in Attachment B.IV.—Floor Plan.
The proposed ASTC will contain three operating rooms, two procedure

. rooms, 13 pre-op, five post-op/recovery stations and shelled space for a

future operating room.

It will also contain a nursing station, sterile and soiled work areas,
equipment storage, linen rooms, staff lounge, administration and business
offices, reception and waiting area with a pedlatrlc playroom, consulting
offices, and staff showers and lockers.

Operating hours at the new site will be 8:00 a.m. to 4:00 p.m., Monday-
Friday.

Existing operating rooms average 318 SF, which is below current licensure
standard of 400 SF.

New ORs will be 415 SF, which is an increase of 30.5%.

The table below compares the square footage in the existing facility to the

proposed facility:
v Existing and Proposed OR/PR Square Footage . _ _

Location OR#1SF |OR#25F | OR#3SF | PR#1SF | PR#2SF | Licensure | Licensure
Standard | Standard
(OR) (PR)

360 Wallace

Road, 318 317 321 319 237

Nashville, TN 400 SF 150 SF

Proposed 415 415 415 237 237

Location

Source: CNI411:047

Project Need

The rationale for the relocation includes:;

-]

More efficient design-Expand operating rooms, pre- and post-
op/recovery spaces and other changes as detailed on page 6 to meet
current design and licensure requirements and AIA guidelines,

Recapture lease payments within their own organization. The facility is
currently liable for monthly lease payments of $30,000 to an unrelated
third party lessor. The relocation would permit it to recapture those

- monthly payments by leasing from HCA affiliate, Southpoint LLC.

Offer services at a lower cost by moving several thousand surgical cases
from the hospital to the surgery center because surgery centers are often
reimbursed at 40% less than hospitals for the same surgical case.

Southern Hills Surgery Center
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o Not specifically addressed but implied is that the new site will be more
attractive to physicians who will be potential investors if the surgery
center is syndicated

Service Area Demographics
Southern Hills Surgery Center’s declared service area is Davidson, Rutherford,
and Williamson Counties.

« The total population of the service area is estimated at 1,152,890 residents
in calendar year 2014 increasing by approximately 7.1% to 1,235,109
residents in 2018.

¢ The overall statewide population is projected to grow by 3.7% from 2014
to 2018.

e The 2014 percentage of the service area population enrolled in the
TennCare program is approximately 14.9%, as compared to the statewide
enrollment proportion of 18.8%.

o Davidson County had an 18.9% TennCare enrollment, Rutherford 13.2%
and Williamson reflected the lowest proportion of total population
enrolled in TennCare at 4.5%.
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Zip Code 37217
Median Household Income
$40,755

7% Patient Origin-#3 Rank
Population-29,599

R V2

Antioch Zip Code 3701
Median Household Income
$48,603

20.9% Patient Origin #2 Rank
Population.-78,406

New Proposed Location
Zip Code 37027 Median Household

Current Location

Income $116,054 Zip Code 37211
5.88% Patient Origin #4 Rank Median Household Income:
Population: 49,035 $42 617

'22.75% Patient Origin #1 Rank

) Population: 74,755
Source: usa,com and : ‘ ' ’ =
CN1411-047 )

The preceding map of the Southern Hills Surgery Center Patient Origin/Median

Household map reflects the following:

e The applicant is proposing to move 5.5 miles southwest from Zip Codes

37217, 37013, and 37211 with median household incomes of $40,755,

$48,603, and $42,517 to Zip Code 37027 with a Median Household Income
of $116,054.

¢ According to Southern Hills Surgery Center’s 2007 Patient Origin by Zip
Code in Supplemental One, approximately 51% of the applicant’s patients
reside in Zip Codes 37211, 37013, and 37217.

e In 2007, just under 6% of the surgery center’s patients resided in Zip Code
37027.

¢ Based on the US Census 2010 Data, Zip Code 37013 had a population of
78,406, Zip Code 37211-74,755 residents, and Zip Code 37027-49,035
residents.
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Southern Hills Surgery Center
raphic Characteristics of the 4 Top Zip Codes of Patient Origin
B  Applicant is moving 5.5 miles SW

Demog

‘ from these 3 Zip Codes
B8 Zip Codeof New BB (51% Patient Origin
B Proposed Location S  Current ISR
B Location [ e e S
LTI 37027 37211 37013 37217 Tennessee
Applicant’s *5.9% *22.8% *21% *7% N/A
Patient Origin _
Population 49,035 74,755 78,406 29,599 6,346,105
Population Growth 37.17% 15.45% 52.7% 4.62% 11.54%
since 2000 , , ' )
Population . . " 890 3,498 1,727 1,857 151
Density/Sq. mile
Median Household |  $116,054 $42,517 | $48,603 $40,755 $44,140
Income
Median Home Price $446,300 $163,400 | $146,900 $131,500 | $138,700
Population in 1,362 17,434 10,152 - 6,090 1,069,017
| Poverty (2.75%) - (23.9%) (12.75%) (21%) (17.3%)

White 43,771 45,496 37,376 16,277 4,921,948

(89%) (60.1%) (47.7%) (55%) (77.6%)
Black 43,771 13,863 27,740 8,154 1,057,315

(3.6%) (18.5%) (354%) | (27.6%) | (16.7%)

'| Hispanic 1,095 15,956 13,812 6,038 290,059
, ' (2.23%) (21.3%) (17.6%) | (204%) | (457%)

Asian ' 2,479 4,162 3,120 642 91,242

(5.1%) (5.57%) (4%) (2.8%) (1.44%)

Sowrce: usa.com  “Patignt Origin fram 2007 Data.

Historical and Projected Utilization
The utilization table below reflects the following:
e There was a 5.5% increase in surgical cases at Southern Hills Medical
Center from 3,611 in 2007 to 3,810 in 2014.
e The applicant projects an increase of 13.6% in cases from 3,170 in Year 1
(2017) to 3,602 in Year 2 (2018).
e In Year Two (2018) of the proposed project Southern Hills Medical Center
will operate at 505 surgical cases per room, while Southern Hills Surgery
Center will be operating at 720 surgical cases per room.
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Actual and Projected Surgical Utilization: 2007-2017
Southern Hills Medical Center and Southern Hills Surgery Center
BN 2007 | 2008 | 2009 | 2010 | 2011 [2012- |2013 | 2014 B 2017 | 2018

L L B Yearl | Year2
Hospital | #ORs » 9 9 9 9 ‘ 9 7 9 9 5§ BB ‘ 8 8
‘ #PRs 7 1 1 1 T | 1 1 S 1 1
Cases 3611 | 354 | 5,74 | 3,332 | 3,158 | 3,450 | 3,608 | 3810 WM 30974 3519
Inpatient 1312 | 1,247 | 1,183 | 970 883 | 1,170 | 1,217 | 1,301 JE 1564 1,627
“Outpatient | 229 | 2,097 | 2608 | 2362 | 22756 | 2,289 | 2391 | 2419 [ 2410 2,922
Caces oom . e O st § : " .
, e
2 2
Cases 2519 | 1,390 0 0 | *2,206 | *2,351 | *2,459 | *2,429 3,170 3,602
Cases/Toom | 504 556 0 0 441 470 492 | 486 634 720

Source: SHMC Internal Records
*ASTC utilization for the Years 2011-2014 represented endoscopic surgeties performed as a department of
Southern Hills Medical Center in the ASTC space vacated by Southern Hills Surgery Center.

According to the Department of Health, of the thirty-four (34) licensed ASTCs in
2013 in the defined service area, twenty-three (23) facilities are single-specialty
ASTCs and eleven (11) multi-specialty ASTCs.

3 County Service Area Patient Utilization

'2009-2012 (Duplicated)
2011 o 2012 2013 . Y
County **ASTC Oper. | Proc. | Cases | Oper. | Proc. Cases | Oper. | Proc. | Cases | change
Rms/ | Rms Rms/ Rms Rms/ | Rms 11-13°
" Davidson | Single-Speciaity 12 .| 30 | 41,066 | 12 30. | 40620 | 12 | 31 | 39749 | B.2%
Multi-specialty | 43 | 9 | 47762 | 46 9 46068 | 46 | 9 | 45985 | -37%
Total | 55 | 39 | 88,818 | 58 | 39 | 86,688 58 | 40 | 85734 | -35%

Rutherford SingleSpecialty | 1 | 2 | 268 1 2 1,190 1 2 | 1,688 +529%
Multi-spécialty 14 5 16,895 13 5 17,338 13 5 18,105 +7.2%
“Total 15 1 7 | 17163 | 14 | 7 18,528 14 | 7 | 19793 | +15.3%

- Williamson

Single-Specialty 0 3 2802 0 4 2962 | 2 4 2971 +6%
Multi-specialty 9 2 | 9911 5 1 | 7292 5 1 7,780 *215%
Total 9 4 12,718 5 5 10,254 7 5 10,751 -15.4%
Service Area Smgle-Speelalty 13 35 44126 13 36 4,772 15 37 44408 +0.6
' 'Mum-speclalty 66 | 16 74,568 64 | 15 | 70698 | 64 15 | 71,870 -3.6%
Grand Total 79 51 | 118,694 77 51 | 115470 79 52 1116278 | -2.0%

Source: Tennessee Department of Health, Division of Health Stafistics, Joint Annual Reports
*Williamson Surgery Center closed in 2011 (4 ORs, I Procedure room/, 3,410 cases in 2011) and became part of
Williamson Medical Center. .

Source: 2011-2013 ASTC JARs

**ASTC JARs do not report patients by OR or Procedure room
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The above utilization table reflects the following:

« Overall, the three county proposed service area experienced a 2% decrease
in surgical cases from 118,694 in 2011 to 116,278 in 2013.
» Single-Specialty ASTCs experienced a 0.6% increase in volume from
44,126 cases in 2011 to 44,408 cases in 2013. In comparison, Multi-Specialty
ASTCs experienced a 3.6% decrease from 74,568 cases in 2011 to 71,870
cases in 2013.
e ASTCs located in Rutherford County experienced a 15.3% increase in total
surgical cases from 17,163 in 2011 to 19,793 in 2013,
¢ Single-Specialty ASTC’s located in Williamson County outpaced multi-
specialty ASTCs with an increase of 6% in surgical cases from 2011 to 2013
versus a decrease of 21.5% for multi-specialty ASTCs.
e ASTCs located in Davidson County accounted for 74% of the three county
ASTC surgical volume and experienced a decrease in surgical cases of
3.5% from 2011 to 2013.
Southern Hills Medical Center -
Surgical Capacity Analysis-2013 .
CY2013 No. of | Procedures | Procedures | Minutes Average | Total Schedulable | % of
Rooms / Used Turnaround Room minutes* Schedulable
Room Time Minutes Time Used
_ , Used _
Operating B+ 3,335 417 436,314 110,055 546,369 960,000 57%
Rooms N , (33)
Endoscopy Juwk 2,429 810 71,172 36,435 107,607 360,000 30%
Procedure (15)
Rooms , .
“Subtotal i 5,764 524 507,486 146490 | 653976 | 1,320,000 50%
Cystoscopy 1 273 273 13,632 9,009 22,641 120,000 19%
Rooms - (33) . . :
Total 12 6,037 503 521,118 155,499 676,617 1,440,000 47%
Surgical
Suite

capacity on 8 hours per day per roont , 250 days per year which represent 120,000 minutes.

**The hospital JAR reports nine O.R.s and one cystoscopy room, but one O.R. is not schedulable due to being too long
and narrow to accommodate the surgical rooms and their equipment.
**The three endoscopy rooms are located in the ASTC building.

The above utilization table reflects the following:

&

¢

The eight operating rooms located at Southern Hills Medical Center
operated at 57% capacity in 2013.
Endoscopy procedures performed by Southern Hills Medical Center in the

Southern Hills Surgery Center’s (ASTC) three procedure rooms operated

at 30% of available scheduled time.
Southern Hills Surgery Center
CN1411-047
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o The endoscopy procedures performed by Southern Hills Medical Center
in the Southern Hills Surgery Center’s (ASTC) represented 40% of the
overall procedures performed by Southern Hills Medical Center in 2013
(2/429/6,037).

o Overall, the total percentage of schedule time used by Southern Hills
Medical Center for surgical procedures in 2013 equaled 47%.

Projected Specialty Mix (Year One)
The expected physician specialty mix in Year 1 for Southern Hills
Surgery Center is reflected in the following chart.

Southern Hills Surgery Center Specialty Mix

, Year One
Specialty Patients ' Percent Patient

Ophthalmology (non 370 11.7%
cataract) _ )
ENT ’ 282 8.9%
General Surgery 1,584 ' 50%
Gynecology 88 2.8%
Spine , 327 | 10.3%
Orthopedics 105 3.3%
Pain Management 264 , 8.3%
Plastics ' 150 4,7%
Total ' 3170 100.0%

Source: CN1411-047

¢ General Surgery patients will total 1,584 patients, or 50% of all surgeries,
that will be provided in Year 1.
o The next largest specialty utilizations are Ophthalmology (11.7%) and
Spine (10.3%).
‘e The top five specialties: General Surgery, Ophthalmology, Spine, ENT,
and Pain Management account for over 89% of the surgical utilization at
the applicant ASTC.

Project Cost

Major costs are:
o Construction, $4,074,525 or 23.5% of total cost
» Facility Lease for building and site cost, $8,075,220, or 46.5% of the total
cost.
¢ An affiliated HCA company, Southpoint LLC, will construct and lease a
shelled building to the applicant. Surgicenter of Southern Hills, Inc. will
lease, finish out, and equip the building,

Southern Hills Surgery Center
CN1411-047
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» $9,282,612 is the actual capital costs for the applicant, and $5,575,220 is the
actual capital cost for the development for the building development.

= For other details on Project Cost, see the Project Cost Chart on page 39 of
the application.

Note to Agency members: The applicant used the value of the building-
$5,575,220 and land value-$2,500,000, which totaled $8,075,220, which was
greater than leases cost of $5,812,783, to determine the amount to allocate for the
building in the Project Costs Chart. Agency Rule 0720-9-.01(4) (c) states “......In
the case of a lease, the cost is the fair market value of the lease or the total
amount of the lease payment, whichever is greater.”

The total construction cost for the proposed ASTC is $360 per square foot. As
reflected in the table below, the total construction cost is above the 3 quartile of
$223.62 per square foot of statewide ASTC construction projects from 2011 to
2013. In the supplemental response, the applicant indicates the higher
construction cost is attributed to increasing costs and very high design standards.

Statewide
ASTC Construction Cost per Square Foot
Years 2011-2013

Renovated New - Total
IRV (Construction Construction Construction
1st Quartile $95.04/sq. ft. | $174.88/sq. ft. $113.55/sq. ft.
Median $113.55/ sq. ft. $223.62/sq. ft. |  $162/sq.ft.
3rd Quartile $150/sq.ft. | $269.76/sq. ft. $223.62/5q. ft.

Please refer to the square footage and cost per square footage chart on page
000011 of the original application for more details.
Financing

s The source of funding for the project is identified as a cash transfer from
the applicant’s. parent (HCA Holdings, Inc.) to the applicant’s division
office (TriStar Health System).

@ A November 14, 2014 letter signed by the President and Chief Financial
Officer of TriStar Health System attests to HCA’s ability to finance the
project. :

¢ Review of the HCA’s Holdings financial statement as of 12/31/13
revealed cash and cash equivalents of $414,000,000, current assets of
$8,037,000,000 and current liabilities of $5,695,000,000 for a current ratio
of 1.41 to 1.0.

Southern Hills Surgery Center
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Note to Agency Members: Current ratio is a measure of liquidity and is
the ratio of current assets to current ligbilities, which measures the
ability of an entity to cover its current liabilities with its existing current
assets. A ratio of 1:1 would be required to have the minimum amount of
assets needed to cover current liabilities.

H1stor1ca1 Data Chart

o The last year of operation of Southern Hills Surgery Center was 2007.

e Southern Hills Surgery Center reported a net operating loss of ($773,645)
in its 2007 fiscal year period, a margin of approximately (6.1%) of gross
operating revenues.

e Gross Operating Revenue was reported as $12,590,634 in 2007.

Projected Data Chait
The applicant projects $28,043,009 in total gross revenue on 3,170 surgical cases
during the first year of operation and $32,345,061 on 3,602 surgical cases in Year
2 (approx1mately $8,980 per case). The Projected Data Chart reflects the
following;:
s Net operating income less capital expenditures.for the applicant will equal
$116,527 in Year 1 increasing to $241,976 in Year 2.
s Net operating revenue after bad debt, charity care, and contractual
adjustments is expected to reach $5,045,799 or approximately 15.6% of
total gross revenue in Year 2.
o Charity Care calculates to 16 cases in Year 1 and 18 cases in Year 2.

Charges
In Year 1 of the proposed project, the average surgical case charges are as
follows:
« The proposed average gross charge is $8,847/ surgical case in 2017.
s The average deduction is $7,467/surgical case, producing an average net
charge of $1,380/surgical case.

Medicare/TennCare Payor Mix
e TennCare- Charges will equal $3,393,204 in Year 1 representing 12.1% of
total gross revenue.
» Medicare- Charges will equal $4,851,441 in Year 1 representing 17.3% of
total gross revenue.

Southern Hills Surgery Center
CN1411-047
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Staffing
The applicant’s proposed direct patient care staffing in Year 1 includes the

following:
¢ 6.5 Registered Nurses, and
o 3.5 Surgical Techs

Licensure/Accreditation

Southern Hills Surgery Center is licensed by the Tennessee Department of
Health. The last survey of Southern Hills Surgery Center conducted by the
Tennessee Department of Health occurred on October 6, 2006. In supplemental
#1, the applicant indicated results of the October 6, 2006 survey could not be
located in the facility archives. :

Southern Hills Surgery Center will pursue re-accreditation by the AAAHC
(Accreditation Association for Ambulatory Health Care).

The applicant has submitted the required corporate documentation, real estate option to.
lease and requisite demographic information for the applicant’s proposed service area.
HSDA staff has reviewed these documents. Staff will have a copy of these documents
available for member reference at the meeting. Copies are also available for review at the
Health Services and Development Agency office.

Should the Agency vote to approve this project, the CON would expire in two
years. '

CERTIFICATE OF NEED INFORMATION FOR THE APPLICANT:

There are no other Letters of Intent, denied applications, pending applications, or
outstanding Certificates of Need for this applicant. :

HCA has financial interests in this project and the following:

Denied Applications:

Summit Medical Center, CN1206-029D, was denied at the September 26, 2012
Agency meeting. The application was for the for the establishment of a 20 bed
acute inpatient rehab unit and service in its hospital facility by converting 20
adult psychiatric beds and reclassifying the adult psychiatric unit to an inpatient
rehabilitation unit. The estimated cost was projected to be $2,500,000.00.
Reason for Denial: The application did not meet the statutory criteria.

Southern Hills Surgery Center
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Pending Applications

TriStar Southern Hills Medical Center Emergency Room, CN1409-050, has an
application that will be heard at the March 25, 2015 Agency meeting for the
establishment of a satellite emergency department facility in a leased building to
be constructed. The facility will contain 8 treatment rooms for emergency
services at an unaddressed site at the Intersection of Old Hickory Boulevard and
American Way, Brentwood (Davidson County), TN 37250. The estimated project
cost is $11,500,000.00.

OQutstanding Cerﬁficates of Need

Parkridge Medical Center Inc., CN1408-35A, has an outstanding Certificate of
Need that-will expire on December 1, 2017. The project was approved at the
October 22, 2014 Agency meeting for the acquisition of a second magnetic
resonance imaging (MRI) unit for installation and use in 1,202 square feet of
renovated space on the main campus of Parkridge Medical Center (PMC) at 2333
McCallie Avenue, Chattanooga (Hamilton County), TN. The estimated project
cost was $2,968,942.00. Project Status Update: The project was recently approved,

Centennial Medical Center, CN1407-032A, has an outstanding Certificate of
Need that will expire on December 1, 2017. The project was approved at the
October 22, 2014 Agency meeting for the renovation of the main emergency
department, the development of a Joint Replacement Center of Excellence with
10 additional operating rooms; and the increase of the hospital’s licensed bed
complement from 657 to 686 beds. The estimated project cost was $96,192,007.00.
Project Status Update: The project was recently approved and is being appealed.

Skyline Medical Center, CN1406-020A, has an outstanding Certificate of Need
that will expire on November 1, 2017. It was approved at the September 24, 2014
Agency meeting to increase the licensed bed capacity at the hospital’s campus by
10 beds. The beds will be utilized as medical-surgical and intensive care beds.
The beds will be added by renovating existing space at the main campus which is
located at 3441 Dickerson Pike, Nashville (Davidson County), TN.
Simultaneously, 10 licensed beds will be closed at the Skyline satellite campus at
500 Hospital Drive, Madison (Davidson County), TN. TriStar Skyline Medical
Center is currently licensed as an acute care hospital with 385 hospital beds. This
project will increase beds at the main campus from 213 to 223 beds, and will
reduce the satellite campus from 172 to 162 beds, so that the consolidated 385-
bed licensed will not change. The estimated project cost was $3,951,732.00.
Project status update: This project was recently approved.

Southern Hills Surgery Center
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Summit Medical Center, CN1402-004A, has an outstanding Certificate of Need
that will expire on July 1, 2017. It was approved at the May 28, 2014 agency
meeting for the addition of eight (8) medical/surgical beds increasing the
hospital’s licensed bed complement from one hundred eighty-eight (188) to one
hundred ninety-six (196) total licensed beds. The new beds will be located in
renovated space on the 7t Floor of the hospital in space to be vacated by the
hospital’s Sleep Lab which will be relocated to the adjacent Medical Office
Building on the hospital campus. The estimated project cost was $1,812,402.00.
Project Status Update: A representative of Summit Medical Center advised on 2/9/2015
the eight (8) medical/surgical beds were placed into service December 1, 2014. A Final
Project Report is pending.

Hendersonville Medical Center, CN1302-002A, has an outstanding Certificate of
Need that will expire on August 1, 2016. It was approved at the June 26, 2013
Agency meeting to construct a new fourth floor of medical surgical beds and
initiate Level IIB Neonatal Intensive Care services in a new six (6) licensed bed
Level IIB Neonatal Intensive Care Unit (NICU) on its campus at 355 New Shackle
Island Road, Hendersonville (Sumner County) Tennessee, 37075. The proposed
project will not change the total licensed bed complement. The hospital
currently holds a single consolidated license for 148 general hospital beds, of
which 110 are located at its main Hendersonville campus and 38 are located at its
satellite campus at 105 Redbud Drive, Portland (Sumner County), TN 37148.
The applicant will relocate 13 beds from the satellite campus to the main campus,
resulting in 123 licensed beds at the Hendersonville campus and 25 licensed beds
at the Portland satellite campus. The estimated cost of the' project was
$32,255,000.00. Project Status: Per an Annual Progress Report dated February 5, 2015
e-mail, the full project is underway with construction projected to take 10 months to
finish new construction.

Parkridge Valley Hospital, CN1202-006AM has an outstanding Certificate. of
Need that will expire on July 1, 2015. The CON was approved at the May 23,
2012 Agency meeting for (1) the addition of sixteen (16) additional child and
adolescent psychiatric beds to the sixty-eight (68) beds currently located on the
satellite campus at 2200 Morris Hill Road, Chattanooga (Hamilton County) and
(2) the relocation of all forty-eight (48) of its licensed adult psychiatric beds to a
new campus. The current licensed hospital bed complement at Parkridge Valley
Hospital, which is a satellite location of Parkridge Medical Center, will decrease
from one hundred sixteen (116) beds to eighty-four (84) beds. The net result of
this application is that only child and adolescent. psychiatric beds will operate at
this location. The estimated project cost was $143,000.00. Project Status Update:
The project cost was modified at the January 22, 2014 Agency meeting to a revised
amount of $706,006. A representative of Parkridge advised on 10/27/14 that construction
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started in August 2014 and renovations of the facility are in progress. Reconfiguration of
the facility and life safety enhancements have been completed with the result that the
facility has been converted to use by children and adolescents in all semi-private rooms
(industry norm is 2 adolescents per room). The representative stated that Parkridge is on
track to complete the project by early November 2014 within the $706,006 total estimated
project cost.

Natchez Surgery Center, CN1002-011A, has an outstanding Certificate of Need
that will expire on July 1, 2015. It was approved at the May 26, 2010 Agency
meeting for the establishment of an ambulatory surgical treatment center (ASTC)
with three (3) operating rooms and three (3) procedure rooms. After approval,.
CN801-001A was surrendered which was a similar facility for this site at 107
Natchez Park Drive, Dickson (Dickson County), TN. The estimated cost of the
project was $13,073,892.00. Project Status: A representative of Natchez Surgery Center
advised on 02/09/2015 the Natchez Surgery Center is expected to be located in the same
building, directly above the freestanding emergency department, The surgery center will
be phase II of the construction project that is expected to commence after the completion
of the freestanding emergency department. TriStar Horizon expects to open the
freestanding emergency department before July, 2015. Due to the staging of these
projects, a short extension of the CON may be necessary.

Horizon Medical Center Emergency Department, CN1202-008A, has an
outstanding Certificate of Need that will expire on July 1, 2015. The CON was
"approved at the May 23, 2012 Agency meeting to establish a satellite emergency
department facility located at its Natchez Medical Park campus located at 109
Natchez Park Drive, Dickson (Dickson County). Estimated project cost was
$7,475,395. Project Status Update: According to an 02/09/2015 update, the Horizon
Medical Center Freestanding Emergency Department is under construction with an
expected completion date of June 8th, 2015. TriStar Horizon expects to open the
freestanding emergency department before July, 2015,

CERTIFICATE OF NEED INFORMATION FOR OTHER SERVICE AREA
FACILITIES:

~ There are no Letters of Intent, denied applications, or pending applications for
similar service area entities proposing this type of service.

Outstanding Certificates of Need

Saint Thomas Midtown Hospital, CN1401-001A, has an outstanding Certificate
of Need which will expire on June 1, 2017. It was approved at the April 23, 2014
Agency meeting for the renovation of surgical suites, patient care areas, and
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support space for the realignment and consideration of total joint replacement
services at Saint Thomas Midtown Hospital located at 2000 Church Street,
Nashville (Davidson County), TN. The estimated project cost was $25,832,609.00.
Project Status: A 2/4/2015 email from a representative of Saint Thomas Midtown
Hospital indicates the project remains on schedule and on budget and is expected to be
complete in September 2015,

Baptist Plaza Surgicare, CN1307-029A, has an outstanding Certificate of Need
which will expire on December 1, 2015. It was approved at the October 23, 2013
Agency meeting for the relocation and replacement of the existing ASTC from
2011 Church Street Medical Plaza I Lower Level, Nashville (Davidson County) to
the northeast corner of the intersection of Church Street and 20t Avenue North
Nashville, (Davidson County). The facility will be constructed in approximately
28,500 SF of rentable space in a new medical office building and will contain nine
(9) operating rooms and one (1) procedure room. The estimated project cost was
$29,836,377.00. A 2/9/2015 email from a representative of Baptist Plaza Surgicare
indicates pre-construction is underway and that construction is expected to commence
during Summer 2015.

Maxwell Aesthetics, PLLC, CN1303-009A, has an outstanding Certificate of
Need that will expire on June 1, 2015. It was approved at the April 27, 2013
Agency meeting for the construction, development, and establishment of an
ambulatory surgical treatment center (ASTC) limited to plastic surgery with one
(1) operating room. The estimated project cost was $1,322,564.00. Project Status:
The project is on the February 25, 2015 HSDA Agenda to request a 2 year extension of
the CON expiration date.

Williamson County Hospital District d/b/a Williamson Medical Center,
CN1210-048A, has an outstanding Certificate of Need which will expire on
March 1, 2017. It was approved at the January 23, 2013 Agency meeting for the
construction and renovation project that will renovate and expand surgery and
surgery support areas. on the east side of the main hospital building and
construct a three-story addition on the west side of the main hospital building for
pediatric services and shelled space for future relocation of obstetrics services.
The estimated project cost was $67,556,801.00. Project Status: A 2/4/2015 email
from - a representative of Williamson Medical Center ‘indicated the East Tower is
scheduled to be complete in March 2015 and the West Tower will be complete in April
2015. Williamson Medical Center will then begin the renovation phase of the OR space.
The project remains on schedule.

Franklin Endoscopy Center, CN1209-046A, has an outstanding Certificate of.
Need that expires on February 1, 2015. It was approved at the December 12, 2012
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Agency meeting for the relocation of an existing single specialty ambulatory
surgical treatment center (ASTC) limited to endoscopic procedures, located at
740 Cool Springs Boulevard, Suite 210B, Franklin (Williamson County), TN to
10,000 feet of newly constructed space located at 9160 Carothers Parkway,
Franklin (Williamson County), TN. The proposed relocation site will be located
1.5 miles from the existing ASTC. The applicant is seeking the addition of two (2)
multispecialty outpatient surgery operating rooms thereby converting a single-
specialty (endoscopy) surgery center into a multispecialty surgery center. The
estimated project cost is $ $7,420,105.00, Project Status: According to a 02/11/15
email from a representative of the applicant the project was completed during July, 2014.
The Final Project Report is pending.

PLEASE REFER TO THE REPORT BY THE DEPARTMENT OF HEALTH,
DIVISION OF HEALTH STATISTICS, FOR A DETAILED ANALYSIS OF
THE STATUTORY CRITERIA OF NEED, ECONOMIC FEASIBILITY, AND
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE
IN THE AREA FOR THIS PROJECT. THAT REPORT IS ATTACHED TO
THIS SUMMARY IMMEDIATELY FOLLOWING THE COLOR DIVIDER
PAGE.

PME 02/03/15
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CERTIFICATE OF NEED
REVIEWED BY THE DEPARTMENT OF HEALTH
DIVISION OF POLICY, PLANNING AND ASSESSMENT
615-741-1954

DATE: February 27, 2015

APPLICANT: Southern Hills Surgery Centet
Unaddressed site at the NE corner of intersection
At Old Hickory Blvd. and American General Way
Brentwood, Tennessee 37250 '

CN1411-047

CONTACT PERSON: John L. Wellborn, Consultant
Development Support Group
4219 Hillsboro Road, Suite 210
Nashville, Tennessee 37215

COST: $17,500,000

In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed
this certificate of need application for financial impact, TennCare participation, compliance with
Tennessee’s State Health Plan, and verified certain data. Additional clarification or comment
relative to the application is provided, as applicable, under the heading “Note to Agency Members.”

SUMMARY:

The applicant, Southern Hills Surgery Center, owned and operated by Surgicare of Southern Hills,
seeks Certificate of Need (CON) approval to relocate its ambulatory surgery center (ASTC) from
360 Wallace Road, Nashville, Tennessee, to a leased space in a building to be constructed at an
unaddressed site in the northeast corner of Old Hickory Blvd. and American General Way in
Brentwood, Tennessee,

The proposed site is within Davidson County, adjoining Old Hickory Boulevard, less than a mile
east of the intersection of Old Hickory Boulevard and I-65. This facility will contain three operating
rooms and two procedures rooms; the same as the current facility located at Wallace Road. The
project involves 18,109 square feet of leased space at a cost of $360 per square feet. The
estimated project cost is $17,500,000 and funding will be provided through a cash transfer from
HCA Holdings, Inc. The applicant provides documentation of funding availability for the project in
Attachment C. Economic Feasibility-2.

Southern Hills Surgery Center is wholly owned by HCA, Inc. through a series of wholly owned HCA
subsidiaries. The applicant intends to syndicate the ASTC with physicians at the new location, and
if that occurs, the applicant will maintain majority (51% or more) control of the facility.

" GENERAL CRITERIA FOR CERTIFICATE OF NEED

The applicant responded to all of the general criteria for Certificate of Need as set forth in the
document 7ennessee’s State Health Plan.

NEED:

The 2015 population of Davidson County is 663,151, increasing to 688,318 in 2018; an increase of
3.8%.

Southern Hills Surgery Center (SHSC) proposes to relocate its multi-specialty ASTC 5.5 miles from

DOH/PPA/..CON#1411-047 ~ 7 Southern Hills Surgery Center
Construction, Renovation, Expansion, and
Replacement of Healthcare Institutions

E
o
L
>
[11]

&

s21008




its present location to south Nashville close to the Brentwood city boundary. Both the current and
proposed sites are within the far southern portion of Davidson County.

This project will not change the ASTC's scope of services nor its surgical capacity. The current
facility contains 3 operating rooms and two procedure rooms. The proposed ASTC will be a one-
story facility with approximately 18,109 square feet and will have 3 surgical rooms and 2 procedure
rooms with shelled-in space for a 4™ operating room; all constructed to meet current AIA
standards when DOH licensure adopts these standards. In addition, the facility will contain
thirteen pre-op and five post-op/recovery stations.

The current ASTC on Wallace Road was approved in 2004 by HSDA and licensed by DOH in 2005.
At that time, the building was leased from an unrelated third party. When originally developed,
Southern Hills Surgery Center was owned by Southern Hills Surgery Center, L.P.,, in which
Surgicare Southern Hills was the general partner. At that time, surgeons on staff at TriStar
Southern Hills Medical Center held partnerships interests. Several years later, the L.P. was
dissolved and Surgicare of Southern Hills, Inc. became sole owner and licensee as it is currently.

In mid-2008, the facility ceased to perform significant numbers of cases and its cases were moved
back to Southern Hills Medical Center. The facility has not performed cases as an ASTC since that
time. TriStar Southern Medical Center has performed its own GI endoscopy cases due to lack of
hospital surgical capacity on peak days at the ASTC location. The ASTC license has been in
inactive status since 2008 and is subject to annual review by DOH's Licensure Board.

The applicant reports there is now an increased physician presence that was not there in 2008,
The active surgical staff has increased and is almost twice as large as before. Inpatient cases are
increasing and operating space is in higher demand. The ASTC is a much more attractive choice
for surgeons than the former ASTC.

The need for this project is demonstrated by the following improvements that would be created by
the approval of the applicant’s proposed project.

« Building a newer facility, built to up-to-date design standards and State codes; with larger
operating rooms and 18 pre-op and 5 post-op/recovery stations with the same operating
complement will provide an increase in the quality of care the patients will receive. In
addition, the new facility will have an air changer that will cleanse the ORs 15 times a day.

The facility will increase the OR room size to 415 square feet of space from the old room
size of 340 square feet. The overall facility space will increase from 12,958 to 18,109
square feet.

»  Currently, there is no multi-disciplinary ASTC's in the immediate Brentwood area. This
area is home to populous, high growth residential and office communities near Brentwood;
with portions located in both Davidson and Williamson counties.

e The applicant notes that by moving a large number of cases from the hospital’s operating
rooms to the ASTC, there will be a cost savings of up to 40% or more for the healthcare
system.

« The current facility is leased from an unrelated third party with lease payments of $30,000
per month. HCA's preference is to buy instead of renting real estate and make payments
to HCA subsidiaries, thus keeping all revenues within the company.

The project’s service area will remain the same as the current ASTC site. The service area
population projections are provided below.
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‘ojections for 2015 and 2019

County 2015 Population | 2019 Population | % Increase/
T .(Decrease)
Davidson 1663151, 1688318 . _1.3.8%
Rutherford | 302,237 .. 1338904  [121%
Williamson . 207,872 | 228,670 | 10.0%
Total | 1,173,260 11255892 17.0%
Source: 7ennessee Popuiation Frgrections 2000-2020, February 2008 Revision, Tennessee

Department of Health, Division of Health Statistics

In 2008, the last year the ASTC was in operation, the facility performed 1,390 total cases or 556
cases per room. The facility projects 3,170 and 3,602 cases in 2017 and 2018, respectively.

TENNCARE/MEDICARE ACCESS:
The applicant will participate in the Medicare and Medicaid programs and will contract with
AmeriCare or BlueCare, United Healthcare Community Plan, and TennCare Select.

The applicant projects a 17.3% or a $4,851,441 Medicare payor mix, 12.1% or $3,393,204 a
TennCare payor mix.

ECONOMIC FACTORS/FINANCIAL FEASIBILITY: The Department of Health, Division of
Policy, Planning, and Assessment has reviewed the Project Costs Chart, the Historical Data Chart,
and the Projected Data Chart to determine if they are mathematically accurate and the projections
are correct based on the applicant’s anticipated level of utilization. The location of these charts
may be found in the following specific locations in the Certificate of Need Application or the
Supplemental material;

Project Costs Chart: The Project Cost Chart is located on page 39 of the application.
The total estimated project cost is $17,357,832,

Historical Data Chart: The Historical Data Chart for 2007 is located in Supplemental 1.
In 2007, the facility performed 2,519 cases with a net operating loss of ($773,645).

Projected Data Chart: The Projected Data Chart is located on page 43 of the
application. The applicant projects 3,170 and 3,602 cases in years one and two, with net
operating income of $116,527 and $241,976, each year, respectively.

The applicant provided the average charges, deductions, net charge, and net operating income
below,

CY2017 CY2018
e 515 S50
Average Gross Charge Per case 38,847 | $8,980
Average Deduction per case — ' T 7,467 $7.579
Average Net Charge (Net Operating Revenue) per case T$1,380 | 41,401
Average Net Operating Income After Ei(péhées, per case ' Y131 $150

The applicant compared their proposed 2017 charges with the 2013 service area facilities on page
46 of the application. The applicant’s charges compare favorably with those of the other facilities
in the service area.

The applicant needs a larger space, more current licensing designs, and a reduced lease payment
to third parties. There were no other alternatives available to meet these needs.
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CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE:

Southern Hills Surgery Center has been and will continue to be affiliated with HCA Health Services
of Tennessee, the HCA Division office responsible for operations of HCA’s hospitals and surgery
centers. The applicant will remain specifically affiliated with TriStar Southern Hills Medical Center
and with whom they will share the surgical staff.

Southern Hills Surgery Center believes the placing of a new ASTC in a large and growing
community will have a positive effect. Moving several thousand cases from the hospital setting will
lower reimbursement costs paid by insurers. In addition, the increased accessibility of the new
location will allow Southern Hill’s surgeons to serve patients at a preferred site,

The applicant states that due to most of the projected ASTC's utilization coming from TriStar
Southern Hills Medical Center’s own surgical suites, other area facilities should not be adversely
affected,

The projected staffing for the project is located on page 52 of the application. The applicant
projects 15.0 FTEs in year one and 22.0 FTEs in year two of the project. It is anticipated that most
of the staff will be transferring from TriStar Southern Hills Medical Center's own staff.

Southern Hills Surgery Center is not currently involved in the training of students.

The applicant is licensed by the Tennessee Department of Health, Board for Licensing Healthcare
Facilities, Medicare and Medicaid certified, and fully accredited by the Accreditation Association for
Ambulatory Health Care.

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED

The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the
document ephessee’s State Health Plan.

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT
OF
HEALTH CARE INSTITUTIONS

1.  Any project that includes the addition of beds, services, or medical equipment will be
reviewed under the standards for those specific activities.

This eriterion is not applicable:
2.  For relocation or replacement of an existing licensed health care institution:

a. The applicant should provide plans which include costs for both renovation and
relocation, demonstrating the strengths and weaknesses of each alternative.

The appiicant looked at renovation but the existing building was not suitable to expand
the sirgical suites, pre-op, and recovery areas to meet liensure standards.
Adiditio sy the pipbleny of large lease payments to an unrelated third party was a
i thy in relocating and bujlding: a new faclity, The proposed project is the
Geizing vessiil business venture.

b. The applicant should demonstrate that there is an acceptable existing or projected
future demand for the proposed project.

The applicant subimittéd letters of support from surgeons who will perform case at the
new location. The gpplicant states these ¢ sits along with the continued
population growth in the area, make this project feasiblé:

DOH/PPA/CON#1411—O47 — - . Southern Hills Surgery Center
Construction, Renovation, Expansion, and
Replacement of Healthcare Institutions




3. For renovation or expansions of an existing licensed health care institution:

a. The applicant should demonstrate that there is an acceptable existing demand for the
proposed project.

The applicant should demonstrate that the existing physical plant’s condition warrants
major renovation or expansion.

The above criteriz are not appiicable.
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CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT
OF
HEALTH CARE INSTITUTIONS

Any project that includes the addition of beds, services, or medical equipment will be
reviewed under the standards for those specific activities.
For relocation or replacement of an existing licensed health care institution:

a. The applicant should provide plans which include costs for both renovation and
relocation, demonstrating the strengths and weaknesses of each alternative.

b. The applicant should demonstrate that there is an acceptable existing or projected
future demand for the proposed project.

For renovation or expansions of an existing licensed health care institution:

a. The applicant should demonstrate that there is an acceptable existing demand for the
proposed project.

b. The applicant should demonstrate that the existing physical plant’s condition warrants
major renovation or expansion.
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STATE OF TENNESSEE

STATE HEALTH PLAN

CERTIFICATE OF NEED STANDARDS AND CRITERIA

FOR

AMBULATORY SURGICAL TREATMENT CENTERS

The Health Services and Development Agency (HSDA) may consider the following standards
and criteria for applications seeking to establish or expand Ambulatory Surgical Treatment
Centers (ASTCs). Existing ASTCs are not affected by these standards and criteria unless they
take an action that requires a new certificate of need (CON) for the establishment or expansion of
an ASTC.

These standards and criteria are effective immediately as of May 23, 2013, the date of approval
and adoption by the Governor of the State Health Plan changes for 2013. Applications to
establish or expand an ASTC that were deemed complete by the HSDA prior to this date shall be
considered under the Guidelines for Growth, 2000 Edition.

Definitions

1. “Ambulatory Surgical Treatment Center” (ASTC) shall have the meaning set forth in the
Rules of the Tennessee Department of Health, Board for Licensing Health Care Facilities,
Chapter 1200-08-12, or its successor.

2. “Full Capacity” shall mean:
For a dedicated outpatient Operating Room: 1,263 Cases per year'
For a dedicated outpatient Procedure Room: 2,667 Cases per year

3. “Operating Room” shall mean a room at an ASTC where general and/or Monitored
Anesthesia Care (MAC) (the ability to administer general anesthesia) is employed. Any

! From information provided at the Public Meeting, the Division of Health Planning believes the previous 1,333
number is high and is lowering this calculation by increasing the estimated average time per Case in an Operating
room from 60 to 65 minutes, resulting in a “Full Capacity” number of 1,266 Cases for an Operating Room.

XHIBIT
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level of sedation or anesthesia can be utilized in Operating Rooms as the anesthesia
equipment is present in the room.

4, "Procedure Room" shall mean a room at an ASTC where local and/or intravenous
sedation is employed.

1. If an applicant intends to utilize an Operating Room or Procedure Room for types
of sedation other than are set forth in the above definitions or for no type of
sedation, it must provide information in its application setting forth the reasons
for employing such different sedation type(s) (or lack thereof) and identify the
types of Cases so impacted..

5. “Optimum Utilization” shall mean:
2. For a dedicated outpatient Operating Room, 70% of Full Capacity
3. For a dedicated outpatient Procedure Room: 70% of Full Capacity

6. “Service Area” shall mean the county or counties represented by the applicant as the
reasonable area to which the facility intends to provide services and/or in which the
majority of its service recipients reside.

7. “Specialty ASTC” shall mean an ASTC that limits its Surgical Cases to specific types.

8. “Case” shall mean one visit to an Operating Room or to a Procedure Room by one
patient, regardless of the number of surgeries or procedures performed during that visit.

Assumptions in Determination of Need

The need for an ambulatory surgical treatment center shall be based upon the following
assumptions:
1. Operating Rooms
a. An operating room is available 250 days per year, 8 hours per day.
b. The estimated average time per Case in an Operating Room is 65 minutes.
c. The average time for clean up and preparation between Operating Room Cases is 30
minutes.
d. The optimum utilization of a dedicated, outpatient, general-purpose Operating Room
is 70% of full capacity. 70% x 250 days/year x 8 hours/day divided by 95 minutes =
884 Cases per year.

2. Procedure Rooms

a. A procedure room is available 250 days per year, 8 hours per day.

b. The estimated average time per outpatient Case in a procedure room is 30 minutes.

c. The average time for clean up and preparation between Procedure Room Cases is 15
minutes.

d. The optimum utilization of a dedicated, outpatient, general-purpose outpatient
Procedure Room is 70% of full capacity. 70% x 250 days/year x 8 hours/day divided
by 45 minutes = 1867 Cases per year.




Determination of Need

1. Need. The minimum numbers of 884 Cases per Operating Room and 1867 Cases per
Procedure Room are to be considered as baseline numbers for purposes of determining
Need.> An applicant should demonstrate the ability to perform a minimum of 884 Cases
per Operating Room and/or 1867 Cases per Procedure Room per year, except that an
applicant may provide information on its projected case types and its assumptions of
estimated average time and clean up and preparation time per Case if this information
differs significantly from the above-stated assumptions. It is recognized that an ASTC
may provide a variety of services/Cases and that as a result the estimated average time
and clean up and preparation time for such services/Cases may not meet the minimum
numbers set forth herein. It is also recognized that an applicant applying for an ASTC
Operating Room(s) may apply for a Procedure Room, although the anticipated
utilization of that Procedure Room may not meet the base guidelines contained here.
Specific reasoning and explanation for the inclusion in a CON application of such a
Procedure Room must be provided. An applicant that desires to limit its Cases to a
specific type or types should apply for a Specialty ASTC.

2. Need and Economic Efficiencies. An applicant must estimate the projected surgical
hours to be utilized per year for two years based on the types of surgeries to be
performed, including the preparation time between surgeries. Detailed support for
estimates must be provided.

3. Need: Economic Efficiencies; Access. To determine current utilization and need, an
applicant should take into account both the availability and utilization of either: a) all
existing outpatient Operating Rooms and Procedure Rooms in a Service Area, including
phys1c1an office based surgery rooms (when those data are officially reported and
available®) OR b) all existing comparable outpatient Operating Rooms and Procedure
Rooms based on the type of Cases to be performed. Additionally, applications should
provide similar information on the availability of nearby out-of-state existing outpatient
Operating Rooms and Procedure Rooms, if that data are available, and provide the source
of that data. Unstaffed dedicated outpatient Operating Rooms and unstaffed dedicated
outpatient Procedure Rooms are considered available for ambulatory surgery and are to
be included in the inventory and in the measure of capacity.

4. Need and Economic Efficiencies. An applicant must document the potential impact that
the proposed new ASTC would have upon the existing service providers and their referral
patterns. A CON application to establish an ASTC or to expand existing services of an
ASTC should not be approved unless the existing ambulatory surgical services that

? The Division recognizes that estimated or average cleanup/preparation times and Case times may vary significantly
by specialty and type of Case.

* The Department of Health is currently in the rule-making process necessary to implement the statute requiring the
collection of office-based surgery data (Public Chapter 373, 2007). The Division recognizes that the Department of
Health does not have sufficient data available on hospital ambulatory/outpatient surgery rooms at this time to
include them in the determination of need; however, the Division plans to work with stakeholders towards this goal.




provide comparable services regarding the types of Cases performed, if those services are
know and relevant, within the applicant’s proposed Service Area or within the apphcant’
facility are demonstrated to be currently utilized at 70% or above.

Need and Economic Efficiencies. An application for a Specialty ASTC should present its
projections for the total number of cases based on its own calculations for the projected
length of time per type of case, and shall provide any local, regional, or national data in
support of its methodology. An applicant for a Specialty ASTC should provide its own
definitions of the surgeries and/or procedures that will be performed and whether the
Surgical Cases will be performed in an Operating Room or a Procedure Room. An
applicant for a Specialty ASTC must document the potential impact that the proposed
new ASTC would have upon the existing service providers and their referral patterns. A
CON proposal to establish a Specialty ASTC or to expand existing services of a Specialty
ASTC shall not be approved unless the existing ambulatory surgical services that provide
comparable services regarding the types of Cases performed within the applicant’s
proposed Service Area or within the applicant’s facility are demonstrated to be currently
utilized at 70% or above. An applicant that is granted a CON for a Specialty ASTC shall
have the specialty or limitation placed on the CON.

Other Standards and Criteria

6.

Access to ASTCs. The majority of the population in a Service Area should reside within
60 minutes average driving time to the facility.

Access to ASTCs. An applicant should provide information regarding the relationship of
an existing or proposed ASTC site to public transportation routes if that information is
available.

. Access to ASTCs. An application to establish an ambulatory surgical treatment center or

to expand existing services of an ambulatory surgical treatment center must project the
origin of potential patients by percentage and county of residence and, if such data are
readily available, by zip code, and must note where they are currently being served.
Demographics of the Service Area should be included, including the anticipated
provision of services to out-of-state patients, as well as the identity of other service
providers both in and out of state and the source of out-of-state data. Applicants shall
document all other provider alternatives available in the Service Area. All assumptions,
including the specific methodology by which utilization is projected, must be clearly
stated.

Access and Economic Efficiencies. An application to establish an ambulatory surgical
treatment center or to expand existing services of an ambulatory surgical treatment center
must project patient utilization for each of the first eight quarters following completion of
the project. All assumptions, including the specific methodology by which utilization is
projected, must be clearly stated.

10. Patient Safety and Quality of Care; Health Care Workforce.




a. An applicant should be or agree to become accredited by any accrediting organization
approved by the Centers for Medicare and Medicaid Services, such as the Joint
Commission, the Accreditation Association of Ambulatory Health Care, the
American Association for Accreditation of Ambulatory Surgical Facilities, or other
nationally recognized accrediting organization.*

b. An applicant should estimate the number of physicians by specialty that are expected
to utilize the facility and the criteria to be used by the facility in extending surgical
and anesthesia privileges to medical personnel. An applicant should provide
documentation on the availability of appropriate and qualified staff that will provide
ancillary support services, whether on- or off-site.

11. Access to ASTCs. In light of Rule 0720-11.01, which lists the factors concerning need
on which an application may be evaluated, and Principle No. 2 in the State Health Plan,
“Every citizen should have reasonable access to health care,” the HSDA may decide to
give special consideration to an applicant:

a. Who is offering the service in a medically underserved area as designated by the
United States Health Resources and Services Administration;

b. Who is a “safety net hospital” or a “children’s hospital” as defined by the Bureau of
TennCare Essential Access Hospital payment program;

c. Who provides a written commitment of intention to contract with at least one
TennCare MCO and, if providing adult services, to participate in the Medicare
program; or

d. Who is proposing to use the ASTC for patients that typically require longer
preparation and scanning times. The applicant shall provide in its application
information supporting the additional time required per Case and the impact on the
need standard.

* The Division recognizes that not all ASTCs can be CMS certified or accredited.




Rationale for Revised and Updated Standards and Criteria
for Ambulatory Surgical Treatment Centers

Definitions

Operating Room/Procedure Room. The Division of Health Planning recognizes that there are
vast differences in estimated utilization times and clean-up times for operating rooms and
procedure rooms, and has worked with stakeholders to develop workable definitions to assist the
HSDA in its deliberations. The Division recognizes that there remain measurable differences
among the types of Cases performed in Operating Rooms, and among the type of Cases
performed in Procedure Rooms, but is not comfortable at this time developing standards and
criteria based on specific types of Cases. However, the revised and updated standards and
criteria encourage applicants to provide information on variations from the standards and criteria
to the HSDA to support a need determination that varies from the standards set forth herein.
Additionally, the standards and criteria retain the ability of an applicant to apply for a Specialty
ASTC.

Case. The previous Guidelines for Growth did not properly distinguish between “case” and
“procedure.” To solve this problem, which hindered the HSDA’s ability easily to assess need,
the Division has clarified this definition and deleted all references to “procedure.”

Full Capacity. The Division solicited operating information from owners/operators of ASTCs.
From this information, the Division learned there is significant variation in utilization between
Operating Rooms and Procedure Rooms, as well as among Operating Rooms and among
Procedure Rooms, depending on the type of Case. Based the information it received, the
Division has developed a reasonable “base” capacity for an Operating Room and for a Procedure
Room. Applicants may provide data that supports an application that varies from base capacity.

Future revisions to these standards and criteria may take into account Operating and Procedure
Room capacity based on the type of Case. At this time, however the Division does not believe
there is sufficient readily available data to enable applicants, opponents, and the HSDA for these
types of revision.

Optimum Utilization. Based on information provided by stakeholders, a 70% optimum
utilization standard is provided.

Standards and Criteria Regarding Certificate of Need Applications for
Ambulatory Surgical Treatment Centers

Need: The Department of Health is currently in the rule-making process necessary to implement
the statute requiring the collection of office-based surgery data (Public Chapter 373, 2007). The
Division recognizes that the Department of Health does not have sufficient data available on




hospital ambulatory/outpatient surgery rooms at this time to include them in the determination of
need; however, the Division plans to work with stakeholders towards this goal.

Access Issues: The provision of health care doesn’t recognize state boundaries. Accordingly,
applicants may include non-Tennessee counties in proposed service areas if that data are
available, The majority of the population in a Service Area should reside within 60 minutes
average driving time to the facility, and an applicant should provide information regarding the
relationship of an existing or proposed ASTC site to public transportation routes if that
information is available. Other standards and criteria are provided that provide demographic and
geographic data on potential patients, as well as reinforcing the HSDA’s own Rule regarding
underserved populations and areas.

Economic Efficiencies: To support the goal of reducing health care costs, applicants should
document all provider alternatives in a proposed Service Area. Additionally, projected
utilization must be provided.

Quality of Care: The Division recognizes that not all ASTCs can be certified or accredited by
the Centers for Medicare and Medicaid Services (CMS), but provides that an applicant should be
accredited, or agreed to pursue accreditation, by an accrediting organization approved by CMS
or by another nationally recognized accrediting organization.

Qualified and Sufficient Workforce: An applicant should provide documentation on the
availability of appropriate and qualified staff that will provide ancillary support services, whether
on- or off-site.




BEFORE THE TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

IN RE:
SOUTHERN HILLS SURGERY CENTER

Docket No. 25.00-131649.J
CON NO. CN1411-047A

Saint Thomas Campus Surgicare, L.P.,
Baptist Surgery Center, L.P., Baptist Plaza
Surgicare, L.P., Franklin FEndoscopy
Center, Llc, And Physicians Pavilion, L.P.,

Petitioners.

S N S Name N N e s e e’

AGENCY ORDER ON INTERLOCUTORY
REVIEW OF PRELIMINARY ALJ RULING

This matter came before the Tennessee Health Services and Development Agency
(“HSDA” or “Agency”) upon Southern Hills Surgery Center’s (“SHSC™) request for the
Agency’s review of a preliminary ruling by Administrative Law Judge Thomas G. Stovall
denying SHSC’s Motion for Partial Summary Judgment.

Based upon the Joint Stipulated Facts, the record as a whole, the governing laws, Rules,
CON standards and criteria, and arguments of counsel, the Agency hereby rules as follows:

1. The applicable certificate of need coverage category for the SHSC project is the
relocation and replacement of a health care institution pursuant to T.C.A. § 68-11-1607(a)(5);
and

2. The “Certificate of Need Standards and Criteria for Ambulatory Surgical
Treatment Centers” in the Tennessee State Health Plan do not apply to this project.

In support of this ruling, the Agency makes the following Findings of Fact and

Conclusions of Law.
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Findings of Fact

The Agency finds the following facts, which are undisputed and included in the Joint
Stipulation of Facts, as supporting its Conclusions of Law and its ruling in this matter.

1. SHSC is currently licensed as an Ambulatory Surgical Treatment Center
(“ASTC”) by the Tennessee Department of Health, Board for Licensing Health Care Facilities
(the “Board”), license no. 185.

2. The license for SHSC is presently on “Inactive” status. This means that SHSC is
validly licensed, but may not currently conduct outpatient surgery services under the license.

3. SHSC was originally licensed in 2005, and its license has been renewed with the
Department of Health at each required renewal date, including the period during which the
license has been in Inactive status.

4, The Board is vested with exclusive jurisdiction over the licensing and related
regulatory oversight of all health care institutions in the State of Tennessee.

5. SHSC suspended operations in 2008 and disposed of its equipment. The license
for SHSC has been on Inactive with the approval of the Board since November 5, 2008.

6. According to the Director of Licensure for the Division of Health Care Facilities,
SHSC is not required to obtain the approval of the Board in order to resume services at the
licensed facility; the SHSC license can return to “Active” status upon notification to. the Board
and a site inspectioh and survey by the Regional Office; and it is impossible to say how long this
process would take because the determination of whether a survey is required, and if so the scope
of the survey, is made on a facility-by-facility basis that takes into account, among other factors,
why the license was placed on inactive status and how long the license has been inactive.

Although the facility’s passing or not passing the survey does not take into account why the




license was placed on Inactive status, and how long the license has been inactive, the Board'itself
could decide to consider such factors in determining whether or not to return the facility to
“Active” status, if such Board review were requested by the Division of Health Care Facilities.

7. SHSC sought approval from the HSDA to relocate its license and construct a
replacement facility through Certificate of Need Application No. CN1411-047, which is the
CON that is the subject of this dispute.

8. The proposed replacement facility for SHSC will have no more surgical capacity
than the currently licensed facility. The licensed facility has, and the replacement facility will
have, three operating rooms and two procedure rooms.

9. The CON, Certificate of Need No. CN1411-047A, was issued for: “The relocation
of Southern Hills Surgery Center from 360 Wallace Road, Nashville (Davidson County), TN to
leased space in a new building to be constructed. The new facility will contain the same number
of operating rooms and procedure rooms as the existing facility (3/2).”

Conclusions of Law

Applying the relevant facts, as set forth above, to the governing laws, Rules, and the
‘CON standards and criteria, the Agency reaches the following Conclusions of Law.
1. Two separate and distinct coverage categories exist in the CON statutes governing
(1) the relocation and replacement of existing health care institutions and (2) the establishment of
new health care institutions, respectively:
T.C.A. §68-11-1607(a)(5) provides in pertinent part:
[A CON is required for] “A change in the location of or the

replacement of existing or certified facilities providing health care
services and health care institutions . . .” (emphasis added).




T.C.A. §68-11-1607(a)(5) provides in pertinent part:

“[A CON is required for the] construction, development, or other

establishment of any type of health care institution . . .” (emphasis
added).
2. Just as there are two separate and distinct statutory coverage categories for

relocation of an existing ASTC and for the establishment of a new ASTC, there are likewise two
separate and distinct sets of CON criteria and standards applicable to each.

3. Relocations and replacements of existing health care institutions are governed by
the “Construction, Renovation, Expansion, and Replacement of Health Care Institutions”
standards in the Guidelines for Growth.

4. The establishment of a new ASTC are governed by the “Certificate of Need
Standards and Criteria for Ambulatory Surgical Treatment Centers” in the updated State Health
Plan.

5. In order for the SHSC project to be a “relocation” it must be an “existing” ASTC
in accordance with T.C.A. §68-11-1607(a)(5). For the purpose of determining whether SHSC is
eligible for a CON for relocation, the “existence” of the ASTC is demonstrated by the fact that it
holds a valid license.

6. This is entirely consistent with the past interpretation and practice of the Agency.
Several CONs have been granted for facilities and/or beds that were on Inactive status and/or not
actually in operation at the time the CONs were granted. For example, CN807-050A (NHC
Healthcare, Tullahoma) was a relocation of a nursing home whose license was on Inactive status
and CN1007-030A was a relocation of that relocation project. Similarly, there have been a series

of CONs granted for the relocation of beds from McKendreee Village to different sites and




licensed providers—for example, CN1002-007A, CN1107-024A, CN1306-022A, and CN1404-
011A. None of the licensed beds at issue in those applications had been in use for many years.

7. The fact that the SHSC license is on Inactive status does not render the ASTC
“non-existent.” A contrary ruling would not only be inconsistent with the past practice of this
Agency, it would also undermine the authority and discretion of the Board, which has the
exclusive authority to place the license on Inactive status, and has done so.

8. Nor does the length of the Inactive status render the validly-licensed ASTC “non-
existent.” The statute which grants the Board the authority to grant Inactive status does not
qualify or quantify an acceptable length of suspended operations. To attain Inactive status the
facility need only demonstrate to the Board it (1) has a need to temporarily suspend operations
and (2) intends to resume operations after a “period of suspension.” What is or is not an
appropriate period of suspension of operations is within the sound discretion of the Board. Since
the Board has approved Inactive status since 2008, the length of the suspension of operations at
SHSC is deemed to be appropriate.

9. The SHSC project is not the “establishment” of a new ASTC. A health care
institution is “established” by (1) getting a CON for the establishment of a health care institution
and (2) getting a license for the health care institution from the Department of Health. SHSC has
already taken both of these steps, and SHSC was “established” in 2005, upon being granted its
ASTC license by the Board.

10.  Because the SHSC project is relocation of an existing ASTC and not the
establishment of a new ASTC, only the CON criteria and standards for “Construction,

Renovation, Expansion, and Replacement of Health Care Institutions” in the Guidelines for




Growth, 2000 Edition are applicable. The “Certificate of Need Standards and Criteria for
Ambulatory Surgical Treatment Centers” in the updated State Health Plan are not applicable.

11.  The Agency has taken into account all of the undisputed facts set forth in the Joint
Stipulation of Facts, but finds that those facts that are not included in the Findings of Fact herein
are not material to the issue of whether SHSC is an “existing”ﬂ ASTC or to resolution of the
issues presented in this review.

Entered this _ day of October 2016.

THE TENNESSEE HEALTH SERVICES AND
DEVELOPMENT AGENCY

By:

ROBERT S. DOOLITTLE, CHAIRMAN




C—/
//q/A/

Jerry W ayl BPR No,/009662)
tk Spoden (BPR No. 007364)
J atthew Kroplin (BPR No. 027363)

BURR & FORMAN LLP
511 Union Street, Suite 2300
Nashville, TN 37219

(615) 724-3247

Attorneys for SHSC

CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing has been served on the following via email
and/or first-class, United States mail, postage prepaid, on this the (@fﬁay of October 2016:

Byron R. Trauger (BPR No. 5658) James B. Christoffersen, Esq.

Paul W. Ambrosius (BPR No. 20421) Tennessee Health Services & Development Agency
W. Justin Adams (BPR No. 22433) 500 Deaderick Street, Suite 850

TRAUGER & TUKE Nashville, TN 37243

222 Fourth Avenue North Attorney for the Agency

Nashville, Tennessee 37219
Attorneys for Petitioners
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BEFORE THE HEALTH SERVICES AND
DEVELOPMENT AGENCY

In the matter of

SOUTHERN HILLS

SURGERY CENTER Docket No. 25.00-131649]

CON Application No. CN1411-047

PETTITONERS” OPPOSITION TO INTERVENOR'’S
INTERLOCUTORY APPEAL

This case was last before the Agency on May 27, 2015, upon application by
Southern Hills Medical Center (“Surgicare”) to “relocate” an Ambulatory
Surgical Treatment Center that, though officially maintaining an inactive license,
had for all practical purposes been defunct for eight years. Surgicare pointedly
did not apply for a new ASTC, perhaps knowing that, with the number of
ASTC’s already in the service area, it would have been difficult to demonstrate
the need for a new ASTC. Petitioners (six surgery centers in the service area)
argued at the May 27 hearing that the facility Surgicare sought to build was not
in fact a relocated facility, but that instead the “relocation” label was nothing
more than a disguise for a new facility. At the time, the Agency voted to allow
the relocation CON; Petitioners initiated this contested case seeking further
review of the facts behind the application.

Surgicare asked the Administrative Law Judge to rule, before trial, that

Surgicare’s application was a “relocation” application. Judge Stovall declined to




make that ruling before hearing all the evidence, and Surgicare now asks the
Agency to overrule Judge Stovall on that point.

Surgicare’s argument fails for four reasons. First, the pre-litigation decisions
by the Agency’s staff and members were made without the benefits of an
adversarial legal proceeding such as sworn testimony and detailed legal briefing
and argument; decisions made at the pre-litigation stage do not bind the ALJ,
who is required by statute to determine de novo whether to grant the application,
including whether the project is a relocation or a new ASTC. Second, this
Agency should not defer to any applicant’s effort to characterize (or
mischaracterize) its project and therefore to choose which criteria will apply.
Third, as a matter of conservation of resources, it makes sense to create a record
at trial of the evidence for and against the parties’ respective positions so that the
issue can be addressed as necessary on appeal. Fourth, even before trial, there is
sufficient evidence that the project is a new ASTC, not a relocation, that the issue

needs.to.be fully. addressed by.the parties, the ALJ,.and.this-Agency.

Procedural Backeround

This time the case is before the Agency on Surgicare’s interlocutory appeal”
from Judge Stovall’s denial of Surgicare’s motioﬁ for partial summary judgment?
on the relocation/ new facility issue.

In moving for partial summary judgment, Surgicare sought to foreclose the
possibility that Judge Stovall would hear evidence on the one issue that is really
the crux of this case: whether Surgicare’s Application is for relocating an existing

facility, or is in reality for establishing a new facility.




The Agency should allow [udge Stovall
to perform his duty as ALJ, which requires hearing the entire case de novo

The appeal was assigned to Judge Stovall, whose role as Administrative Law
Judge (AL]) is to hear evidence in the case at a level of detail that would be
impractical for Agency members (the trial is expected to last a week and involve
as many as 119 exhibits), and then make a recommendation to the Agency about
whether to affirm, reverse, or modify the CON. Judge Stovall is required by
statute to hear CON appeals de novo, which means he hears the case as if he were
the first one hearing it — he considers all the issues and facts and then makes his
recommendation to the Agency through “Findings of Fact and Conclusions of
Law.” These Findings and Conclusions flesh out the facts and issues in greater
depth than had been possible at the initial hearing. In essence, Judge Stovall’s
role in this case is to act as the Agency’s eyes and ears to give the CON
Application a more extensive review than occurred at the May 27 hearing.

Judge Stovall is experienced in administrative appeals and in CON appeals.
He properly understood that granting Surgicare’s Motion for Partial Summary
Judgment would preclude him from considering the possibility that the
Application was really for a new facility. It was clear to Judge Stovall from the
transcript of the May 27, 2015, hearing that (1) Petitioners had adamantly argued
that Surgicare was actually seeking to establish a new facility, (2) Agency
members were concerned enough about the relocation/new facility issue that
they asked Mr. Christoffersen three times to help them understand the issue, and
(3) In voting against the Application, Dr. Fleming noted, “I don’t like the lack of
clarity on the CON being real or not. ... It just feels a little odd.” Because the
issue had clearly been raised and considered, it was part of the case that Judge
Stovall was bound to review after hearing sworn testimony, reviewing

admissible exhibits, and hearing thorough legal argument. The de novo nature of




the review meant that Judge Stovall could not be in any way bound by prior
characterizations of Surgicare’s project.

It was therefore clear to Judge Stovall that it was his duty as an ALJ hearing
the case de nove to consider all of the facts on all of the issues, including the
clearly contested relocation/ new facility issue. Judge Stovall asked the parties
whether the Petitioners would have any other opportunity to make the case for
denying the CON if they were not allowed to do so in the trial before him.
Recognizing that Petitioners had the right to make their case, and that there
would be no other opportunity to do so, Judge Stovall denied the motion for
partial summary judgment. The Agency should also allow Judge Stovall to hear

the entire cage.

1f the Motion were granted, applicants would be able
to choose which criteria apply to their proposed projects.

Surgicare’s Motion for Partial Summary Judgment was based on an argument
that (1) it had applied for a relocation CON, and (2) the Agency granted a
relocation CON, so therefore (3) Judge Stovall could consider the case only as a
relocation case. This logic inappropriately constricts an ALJ's review, and allows
applicants to choose which criteria apply to their proposed projects. Any
applicant could then say, “we’re just relocating an existing facility,” or “we're
just relocating a facility with an inactive license,” or “we’re just relocating a
facility that used to have a license,” or “we’re just relocating a facility that
provides a slightly different service.” By filing a CON application for relocation,
the applicant could preclude the Agency and a subsequent ALJ from considering
any facts about the proposed facility other than whether “there is an acceptable
existing or projected future demand for the proposed project” as set forth in the

Guidelines for Growth criteria for relocation.




Instead, the Agency (and the ALJ as the eyes and ears of the Agency) should
have the authority to determine whether an application is properly considered as
a relocation or should be considered under different, more stringent, criteria. In
this case, the Agency implicitly decided on May 27 that the CON was properly
for a relocation, but Agency members expressed some confusion on the issue. By
filing an appeal, Petitioners invoked Judge Stovall’s duty to more thoroughly

review the facts and consider trial testimony on the issue.

Judge Stovall’s ruling saves judicial and Agency resources

If Judge Stovall had granted Surgicare’s motion and decided not to hear
evidence on the relocation/new facility issue, he would have invited a waste of
judicial and Agency resources. The trial would have proceeded without creating
a record on whether the application was filed under the proper criteria. He
would have made a recommendation to the Agency only on whether the criteria
for relocation had been met, and not on whether the application was properly for
a relocation or in fact was for a new facility disguised as a relocation. When,
after trial, the case came back before this Agency, and also on a likely later appeal
by either side to Chancery Court, Petitioners would have again raised the issue
of whether Judge Stovall should have heard the relocation/new facility evidence.
Given a fair chance that either the Agency or the Chancellor would remand the
case for development of the evidence on that issue, Judge Stovall would have
again listened to evidence and the case would then have proceeded yet again
through the Agency and likely also Chancery Court.

Instead of this repeated discussion of whether to make a record on the
relocation/new facility issue, Judge Stovall decided to go ahead and make the
record on the first trial. Making this record will not significantly increase the

investment of resources. The parties have essentially completed discovery, and




the trial itself might be extended by only a day. At the end of the trial, the facts
will be in the record, and Judge Stovall’s ruling on the facts, whatever it is, can be
reviewed by this Agency and then by the Chancellor without the necessity for
Judge Stovall to reconvene the parties and the witnesses to hear the evidence on
remand.

If Surgicare is correct that its application was properly filed for a relocation
CON, then the record will demonstrate the propriety and Surgicare will prevail.
If ultimately this Agency or the Chancellor rules against Surgicare, then the
integrity of this Agency’s process will have been protected, and the orderly

development of healthcare will have been advanced.

The undisputed facts create sufficient question on the issue
that it cannot be summarily dismissed

The facts in this case raise a very real issue of whether Surgicare can
legitimately contend that it is seeking to relocate an “existing” facility, as
required by the CON statutes (Tenn. Code Ann. § 68-11-1607(a)(5)):

e Southern Hills Surgery Center, L.P. (not Surgicare) was granted a CON
for a new ASTC in 2004. (Nov. 2014 CON Application Staff Summary
at Bates p. 4; see also Joint Stipulation of Facts ] 6.)

¢ The ASTC opened in 2005, after Southern Hills Surgery Center, L.P.,
with Agency permission, relocated the project site to 360 Wallace
Road. The Wallace Road site was a few blocks closer to Southern Hills
Medical Center. (Id.; Joint Stip.  3.)

e The ASTC stopped operating in 2008 and its equipment was sold.
(Joint Stip. 1 5.)

» In 2008, the AST(’s license was placed on “inactive” status. (I4.)




* No procedures performed at that location have been billed or
reimbursed as ASTC services since 2008. (Id. ] 10.)

o Southern Hills Surgery Center, L.P. dissolved on January 4, 2010, and
its assets passed to Western Plains Capital, Inc. as of that date. Then,
pursuant to a written agreement executed July 9, 2010, those assets
passed to Surgicare, purportedly retroactively to January 4, 2010. (Id.
17 6-9.)

s Surgicare was granted extensions of the inactive license status in 2011,
2013, 2014, and 2015, and Surgicare’s license remains on inactive status
to the present day. (See id. 1 2.)

o The ASTC that Surgicare proposes to build will have a new location, a
new building, a new medical staff, new types of surgery, and a new
patient base. (Id. 19 15, 17.)

These facts could lead Judge Stovall to conclude that there is no existing ASTC to
be “relocated” and thus Surgicare’s project can only be a new ASTC and that the
“Certificate of Need Standards and Criteria for Ambulatory Surgical Treatment
Centers,” not the “Construction, Renovation, Expansion, and Replacement of
Health Care Institutions,” standards apply.

The fact that Surgicare holds an “inactive” ASTC license for 360 Wallace Road
does not automatically change the conclusion that there is no existing ASTC at
that site. (See Joint Stip. 19 26-27.) Surgicare’s “inactive” license is not actually a
“license” —”a permission ...to commit some act that would otherwise be
unlawful...” Black’s Law Dictionary at p. 938 (Thomson West, 8th ed., 2004)—
because it does not authorize Surgicare to do anything at 360 Wallace Road.
Surgicare cannot operate an ASTC there unless and until it notifies the Office of
Health Care Facilities that it wishes to do so and the Office of Health Care

Facilities conducts a survey and decides whether to “reactivate” the “inactive”




license. (Joint Stip. 4 13.) Moreover, Surgicare cannot operate an ASTC at 360
Wallace Road as long as that site is occupied by the hospital.

The Agency’s statute and regulations direct the Agency to look at the actual,
existing health care system to determine what is needed for the health care
system. For example, the Agency’s regulations state that in assessing whether a
project meets the certificate of need criterion of contribution to the orderly
development of heath care, the Agency should consider the “relationship of the
proposal to the existing health care system (for example: transfer agreements,
contractual agreements for health services, the applicant’s proposed TennCare
participation, affiliation of the project with health professional schools).” Tenn.
Comp. R. & Regs. § 0720-11-.01(a) (emphasis added). Surgicare’s own expert
witness, Dan Sullivan, conceded that the former 360 Wallace Road ASTC had a
“remote” relationship to the existing health care system.¥

Surgicare’s position on this interlocutory appeal boils down to this: the ALJ
should have ruled that the project is a relocation of an existing ASTC because the
Agency’s staff and a majority of the Agency’s members at the time accepted
Surgicare’s characterization of the project as a relocation. Surgicare ignores the
entire purpose of a contested case before an ALJ: to develop the facts with trial
testimony, including expert testimony. The only way for the Agency to be fully
informed is to allow Judge Stovall to hear all of the facts and to make his

considered recommendation to the Agency.

CONCLUSION

For these reasons, the Agency should allow Judge Stovall’s ruling to stand.

Dated October 6, 2016.




ENDNOTES

1 Aninterlocutory appeal is an appeal from an order that disposes of
part of a case but not all of it. Interlocutory appeals are rare in the
court systems because it is highly inefficient for appellate courts to
hear cases in bits and pieces — appellate courts would be overwhelmed
by appeals and cases would drag on forever. For this reason, parties
must have permission of both the trial court and the court of appeals to
take an interlocutory appeal.

2 A motion for summary judgment is appropriate when the parties
essentially agree on the material facts and when the undisputed facts
make it clear that one party or the other should prevail; there is
therefore no need for a trial and the judge can dispose of the case
without the time and expense of a trial. In its motion, Surgicare
contended that since it was undisputed that Surgicare had applied for
and been granted a “relocation,” there was no need for Judge Stovall to
consider whether the Application was a disguise for a new facility.

A motion for partial summary judgment does not dispose of an entire
case, but instead disposes of less than all of the issues or facts of the
case — there will still be a trial, but it will be more limited in scope.
Some federal and state judges have policies against motions for partial
summary judgment because the judges believe they should hear all of
the relevant and admissible evidence in order to render a meaningful
judgment. Surgicare contended that Judge Stovall should rule without
trial that there was no need for him to revisit the relocation/ new
facility issue, and that therefore the trial need be only on the issue of
whether the Guidelines for Growth for the Construction, Renovation,
Expansion, and replacement of Health Care Institutions were met.

3 Sullivan Deposition at p. 67; see also Joint Stip. § 27.
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BEFORE THE TENNESSEE HEALTH SERVICES AND DEVELOPMENT AGENCY

INRE: )

)
SOUTHERN HILLS SURGERY CENTER )

) Docket No. 25.00-131649J
Saint Thomas Campus Surgicare, L.P.,

) CON No. CN1411-047A 0= m
Baptist Surgery Center, L.P., Baptist Plaza ) = e
Surgicare, L.P., Franklin Endoscopy ) S I
Center, L1.C, and Physicians Pavilion, L.P., ) - S B

Petitioners. ) - :E
) S
R

JOINT STIPULATION OF FACTS

Certificate of Need Holder and Intervenor Surgicare of Southern Hills, Inc., d/b/a
Southern Hills Surgery Center (“SHSC”) and the P.etitioners, Saint Thomas Campus Surgicare,
L.P., Baptist Surgery Center, L.P., Baptist Plaza Surgicare, L.P., Franklin Endoscopy Center,
LLC, and Physicians Pavilion, L.P., stipulate the following facts for the sole purpose of the

Agency review of the Order Denying Intervenor’s Motion for Partial Summary Judgment:

1. SHSC is currently licensed as an Ambulatory Surgical Treatment Center

(“ASTC”) by the Tennessee Department of Health, Board for Licensing Health Care Facilities
(the “Board”), license no. 185.

2. The license for SHSC is presenﬂy on “Inactive” status. This means that SHSC is

validly licensed, but may not currently conduct outpatient surgery services under the license.

3. SHSC was originally licensed in 2005, and its license has been renewed with the

Department of Health at each required renewal date, including the period during which the

license has been in Inactive status.

4. The Board is vested with exclusive jurisdiction over the licensing and related

regulatory oversight of all health care institutions in the State of Tennessee.
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5. SHSC suspended operations in 2008 and disposed of its equipment. The license
for SHSC has been on Inactive status since November 5, 2008.

6. On or about January 4, 2010, Southern Hills Surgery Center, L.P., dissolved, and
the assets of Southern Hills Surgery Center, L.P. (the “Partnership Assets™), were transferred to
Western Plains Capital, Inc. (its then-debt holder) by operation of law.

7. On or about July 9, 2010, Western Plains Capital, Inc. and Surgicare of Southern
Hills, Inc. entered into a Transfer of Assets and Operations Agreement providing that the
Partnership Assets were transferred from Western Plains Capital, Inc. to Surgicare of Southern
Hills, Inc., as of January 4, 2010.

8. On or about July 19, 2010, the Office of Health Care Facilities of the Division of
Health Licensure and Regulation of the Tennessee Department of Health (the “HCE”) was
informed of the change in ownership (“CHOW?”) of Southern Hills Surgery Center from
Southern Hills Surgery Center, L.P. to Western Plains Capital, Inc. and from Western Plains
Capital, Inc. to Surgicare of Southern Hills, Inc. This was accompanied by a CHOW application
for each. |

9. On or about July 27, 2010, the HFC approved both CHOWs, with an effective
date of January 4, 2010.

10.  On or about February 28, 2011, Southern Hills Medical Center (“SHMC”) began
using the building that housed SHSC at 360 Wallace Road as a hospital outpatient department
(“HOPD”), limited to performing outpatient endoscopy procedures. SHMC has since performed
outpatient endoscopy procedures at 360 Wallace Road, although no procedures billed or

reimbursed as ASTC services have been performed at that facility since 2008.
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11. On or about November 4, 2015, SHMC notified the Department of Health that it
was using the building at 360 Wallace Road as an HOPD.

12. The HSDA was not informed at or before the February 25, 2015 hearing on the
CON Application that the Department of Health had not been notified that the building at 360
Wallace Road was being used by SHMC as a HOPD. The CON Application did disclose that this
building was being used by SHMC as a HOPD.

13. According to the Director of Licensure for the HCF, SHSC is not required to
obtain the approval of the Board in order to resume services at the licensed facility; the SHSC
license can return to “Active” status upon notification to the Board and a site inspection and
survey by the Regional Office; and it is impossible to say how long this process would take
because the determination of whether a survey is required, and if so the scope of the survey, is
made on a facility-by-facility basis that takes into account, among other factors, why the license
was placed on inactive status and hO.W long the license has been inactive. Although the facility’s
passing or not passing the survey does not take into account why the license was placed on
Inactive status, and how long the license has been inactive, the Board itself could decide to
consider such factors in determining whether or not to return the facility to “Active” status, if
such Board review were requested by HCF.

14.  SHSC sought approval from the HSDA to relocate its license and construct a
replacement facility through Certificate of Need Application No. CN1411-047, which is the
CON that is the subject of this dispute.

15.  The site for the proposed replacement facility for SHSC is on Old Hickory
Boulevard in southern Davidson County, approximately 5.5 driving miles from its current

southern Davidson County location. -
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16.  The proposed replacement facility for SHSC will have no more surgical capacity
than the currently licensed facility. The licensed facility has, and the replacement facility will
have, three operating rooms and two procedure rooms.

17.  The medical staff that comprised SHSC in 2008 is different than the medical staff
that comprises SHMC today. Specifically, the hospital has grown its number of surgeons by 100
percent. SHSC representatives have stated that it is possible that the demographic make-up at
SHSC’s proposed replacement facility could be different than that of SHSC in 2008. Petitioners’
experts assert that the patients to be served will, in fact, be different economically and
demographically and that the surgical mix will differ as well. SHSC’s expert disagrees that this
would necessarily be the case and asserts that, in any event, health care organizations change
dramatically over time so such hypothetical fluctuations are not relevant to the relocation issue.

18.  In the HSDA staff’s Application Summary of the CON Application (the “Staff
Summary”), the HSDA staff analyzed the certificate of need guidelines for “Construction,
Renovation, Expansion, and Replacement of Health Care Institutions” from the Tennessee
Guidelines for Growth.

19.  In the Staff Summary, the HSDA staff did not analyze or cite to the standards for
a new ASTC, specifically the “Certificate of Need Standards and Criteria for Ambulatory
Surgical Treatment Centers” in the State Health Plan.

20.  In the Certificate of Need Reviewed by the Department of Health Division of
Policy, Planning, and Assessment of the CON Application (the “Department of Health Review™),
the Department of Health analyzed the certificate of need guidelines for “Construction,
Renovation, Expansion, and Replacement of Health Care Institutions” from the Tennessee

Guidelines for Growth,
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21.  In the Department of Health Review, the Department of Health specifically
concluded that that the criteria “for relocation or replacement of an existing licensed health care
institution” were met.

22.  Inthe Department of Health Review, the Department of Health did not analyze or
cite to the standards for a new ASTC, specifically the “Certificate of Need Standards and Criteria
for Ambulatory Surgical Treatment Centers” in the State Health Plan.

23. At the conclusion of the hearing on the CON Application at the May 27, 2015,
HSDA meeting, HSDA board member Thomas Mills moved for approval of the CON
Application and specifically stated: “Regarding orderly development, this project was previously
already approved, and it is a relocation only.”

24.  The HSDA granted the CON Application by a vote of 8-1.

25. The CON, Certificate of Need No. CN1411-047A, was issued for: “The relocation
of Southern Hills Surgery Cent;:r from 360 Wallace Road, Nashville (Davidson County), TN to
leased space 111 a new building to be constructed. The new facility will contain the same number
of operating rooms and procedure rooms as the existing facility (3/2).”

26.  SHSC’s representatives and their health planning expert, Daniel Sullivan, were
not aware at the time of their depositions of any similar case in the United States where (1) an
ASTC ceased to operate; (2) its license was placed on “inactive” status for multiple (5+ or 7+)
years; and (3) it was allowed to obtain CON a];>prova1 as a relocation, although none testified that
they had undertaken to research the same. Kathryn Platt, a health planning expert for Petitioners,
contends that SHSC no longer exists. Daniel Sullivan, health planning expert for SHSC,

contends that SHSC does exist.
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27.  If SHSC’s health planning expert, Daniel Sullivan, were to have performed an
inventory of “existing” ASTC providers in Middle Tennessee, he would have looked at the Joint
Annual Reports made by ASTCs to the State of Tennessee and would not have seen a Joint
Annual Report for SHSC since 2008. Facilities on “inactive” status are not required to file Joint
Annual Reports, because there is no data to report when the facility is on “inactive” status. If
Mr. Sullivan had performed a need analysis for ASTCs in Davidson County, Tennessee, he

would have noted SHSC’s “inactive” licensure status and how long it had been “inactive.”

Submitted this l_((‘iay of September 2016.
Respectfully submitted,

f

Jerty W\ Taylor (BPR Nd. 009662)
M. ClaiK Spoden (BPR No. 007364)

J. Matthew Kroplin (BPR No. 027363)
BURR & FORMAN LLP

511 Union Street, Suite 2300
Nashville, TN 37219

(615) 724-3247

Attorneys for SHSC

Rl Mlosivs

Byron R. Trauger (BPR No. 5658)
Paul W. Ambrosius (BPR No. 20421)
TRAUGER & TUKE

222 Fourth Avenue North

Nashville, Tennessee 37219
Attorneys for Petitioners
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CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing has been served on the following via email
and/or first-class, United States mail, postage prepaid, on this the\_ day of September 2016:

Byron R. Trauger (BPR No. 5658) James B. Christoffersen, Esq.

Paul W. Ambrosius (BPR No. 20421) Tennessee Health Services & Development Agency
W. Justin Adams (BPR No. 22433) 500 Deaderick Street, Suite 850

TRAUGER & TUKE Nashville, TN 37243

222 Fourth Avenue North Attorney for the Agency

Nashville, Tennessee 37219
Attorneys for Petitioners
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J. Maﬁ:’hgﬁKropﬁn
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BEFORE THE HEALTH SERVICES AND
DEVELOPMENT AGENCY

In the matter of

SOUTHERN HILLS

SURGERY CENTER Docket No. 25.00-131649]

CON Application No. CN1411-047

ORDER DENYING INTERVENOR’S MOTION FOR
PARTIAL SUMMARY JUDGMENT

This matter came before the undersigned Administrative Law Judge for heas-
ing on May 9, 2016, on the motion of Intervenor Surgicare of Southern Hills, Inc.,
for partial summary judgment.

Intervenor’s motion asked the undersigned to rule that “(1) the applicable
certificate of need coverage category under which this matter is before the Court
is the relocation and replacement of a health care institution pursuant to Tenn.
Code Ann. § 68-11-1607(a)(5), and (2) that the “Certificate of Need Standards and
Criteria for Ambulatory Surgical Treatment Centers’ in the Tennessee State
Health Plan do not apply in this case.”

Based on the parties” papers, affidavits, evidence of record, arguments, and
the entire record in this case, the motion is respectfully DENIED for the follow-
ing reasons:

1. This de novo contested case proceeding is the forum for Petitioners to chal-
lenge the entire decision of the Agency on the Intervenor’s certificate of need ap-
plication, including whether this is a new facility or a relocation of an existing
facility.

2. Were the undersigned to grant this motion, the undersigned would effec-
tively be deferring to the Agency’s determination that this project is a relocation.




3. The Agency made a determination in this case and Petitioners should
have the opportunity to fully litigate what factors and facts the Agency applied
in this case and to put on facts relevant to their contentions.

IT IS SO ORDERED.

Entered May /_!_, 2016.

7 hemas £~ Shoval/

Thomas G. Stovall
Administrative Law Judge
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W. Justin Adams, #22433
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brt@tntlaw.net-
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Petitioners” Counsel
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Nashville City Center
511 Union Street, Suite 2300
Nashville, TN 37219
Telephone: (615) 724-3200

Intervenor’s Counsel
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Tennessee Health Services & Development Agency
500 Deaderick Street, Suite 850
Nashville, TN 37243

Agency’s Counsel




CERTIFICATE OF SERVICE

I certify that a copy of the foregoing was served on James B. Christof-
fersen, Esq., General Counsel, Health Services and Development Agency, An-
drew Jackson Building, Ninth Floor, 502 Deaderick Street, Nashville, Tennessee
37243, Jim.Christoffersen@tn.gov, by e-mail, and Jerry Taylor, Esq., Burr & For-
man, LLP, Nashville City Center, 511 Union Street, Suite 2300, Nashville, Ten-
nessee 37219, jtaylor@burr.com, by e-mail, today, May 10, 2016.

D D

W. Jyén Adams




HEALTH SERVICES AND DEVELOPMENT AGENCY

NAME OF PROJECT:

PROJECT NUMBER:

ADDRESS:

LEGAL OWNER:

OPERATING ENTITY:

CONTACT PERSON:

DATE FILED:

PROJECT COST:

FINANCING:

PURPOSE OF REVIEW:

DESCRIPTION:

FEBRUARY 25, 2015
APPLICATION SUMMARY

Southern Hills Surgery Center

CN1411-047

NE Corner of Intersection of Old Hickory Boulevard
and American General Way

Brentwood (Davidson County), Tennessee 37250
Surgicare of Southern Hills, Inc.

¢/ o Southern Hills Medical Center

391 Wallace Road

Nashville (Davidson County), Tennessee 37211
N/A

John Wellborn
(615) 665-2022

November 14, 2014
$17,357,832
Cash Reserves

Relocation and replacement of an existing
Ambulatory Surgical Treatment Center (ASTC)

Southern Hills Surgery Center is seeking approval for the relocation of an
existing inactive multi-specialty ambulatory surgical treatment center (ASTC)
located at 360 Wallace Road, Nashville (Davidson County) TN to 18,109 SF of
newly constructed leased space located at an unaddressed site in the northeast
corner of the intersection of Old Hickory Boulevard and American Way,
Brentwood (Davidson County), TN. The proposed relocation site is 5.5 miles
southwest of the existing ASTC. There will be no change in the existing surgical
complement of three operating rooms and two procedure rooms.

Southern Hills Surgery Center

CN1411-047
February 25, 2015
Page 1



CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT OF
HEALTH CARE INSTITUTIONS

2.  For relocation or replacement of an existing licensed health care
institution:
a. The applicant should provide plans which include costs for both
renovation and relocation, demonstrating the strengths and
weaknesses of each alternative.

The applicant points out that renovation at the current location is not
feasible because the building footprint cannot be expanded to increase
surgical rooms, recovery and support space to current design and
licensure standards. By relocating, the applicant will lease from another
wholly owned HCA subsidiary, which will recapture large lease
payments within the applicant’s own organization.

It appears that the application will meet this criterion.

b. The applicant should demonstrate that there is an acceptable existing
or projected future demand for the proposed project.

Fourteen physicians have provided letters supporting the proposed
relocation. The applicant projects 3,170 surgical cases during the first
year of operation and 3,602 surgical cases in Year 2.

It appears that the application will meet this criterion.

Southern Hills Surgery Center
CN1411-047
February 25, 2015

Page 2



Staff Summary
The following information is a summary of the original application and all supplemental
responses. Any staff comments or notes, if applicable, will be in bold italics.

Southern Hills Surgery Center proposes to relocate and re-open its existing
inactive ambulatory surgical treatment center 5.5 southwest of its current
location. It proposes to move from leased space on Wallace Road on the Tri-Star
Southern Hills Medical Center campus to leased space owned by another HCA
subsidiary. The proposed site is located on a 53-acre tract of land acquired from
AIG that includes several large office buildings. It was acquired in 2014 by HCA
subsidiary, Southpoint, LLC. A 14 acre wooded section is available for
immediate development. The facility will be located on 3.5 acres of the tract on
the east side of American Way, bordered by Old Hickory Boulevard. There will
be no change in the number of operating and procedure rooms. The service area
of Davidson, Rutherford, and Williamson Counties will remain unchanged as
well.

In March, the Agency will consider another HCA project on this same 53-acre
tract. The applicant’s affiliate, HCA Health Services of Tennessee, Inc. filed an
application (Tri-Star Southern Hill Medical Center, CN1412-050) for the
establishment of an eight-treatment room satellite emergency department, which
will be operated under TriStar Southern Hills Medical Center’s 126-bed acute
care hospital license. Also heard simultaneously with the Tri-Star Southern Hills
ED application will be a similar application for Saint Thomas Hospital, CN1412-
049, approximately 1.5 miles from this location.

The existing surgery center has been inactive since 2008. In the supplemental
response, the applicant provided the following reasons for the inactive status:

e The depressed economy in 2008 resulted in fewer elective surgeries being
requested which resulted in excessive surgical capacity available at both
the surgery center and the hospital.

e The active medical staff had fewer surgeons then (20) compared with now
(39, including 7 neurosurgeons).

o The hospital had sufficient surgical capacity to absorb the surgery center
caseload, so the ASTC operation was suspended.

A public bus line currently provides services to the proposed ASIC site. In
addition, TennCare will provide transportation services for TennCare covered
services.

Southern Hills Surgery Center
CN1411-047
February 25, 2015

Page 3



If approved, the facility is projected to open at the new location on October 1,
2016. The current site, which is being utilized by the hospital for endoscopies,
will simultaneously close and endoscopies will return to the hospital campus.

An overview of the project is provided on pages 5-6 of the original application.
The table below provides a brief history of this facility.

History

Date

Event

June 23, 2004

Southern Hills Surgery Center, LP (CN0403-025A) was approved for the
development of a new ambulatory surgical treatment center (ASTC) to be
located in a medical office building being constructed on a 3.1 acre tract on
the East Campus of Southern Hills (several blocks to the northeast of the
hospital campus).

February 23, 2005

Southern Hills Surgery Center, LP (CN412-110A) was approved for a change
of site of the previously approved, but unimplemented CN0403-025A, to a
new location approximately 250 yards to the northeast of the main entrance
of the hospital. This new site was available due to the relocation of a surgery
center (Smyrna Physicians Pavilion Surgery Center, CN0307-050A) to Smyrna
(Rutherford County), TN.

July 26, 2005

Surgery center opens.

November 5, 2008

Cessation of outpatient surgical cases

January 4, 2010

Southern Hills Surgery Center, LP (51% owned by Surgicare of Southern Hills,
Inc. and 49% owned by surgeons on medical staff of Southern Hills Medical
Center) dissolves.

July 9, 2010

Surgicare of Southern Hills, Inc. becomes the sole owner of Southern Hills
Surgery Center.

February 28, 2011

Hospital begins utilizing surgery center space for endoscopic surgeries.

Source: CN1411-047 and Tennessee Department of Health

Ownership

e Southern Hills Surgery Center, Inc. is 100 percent owned by HCA Inc.,
whose parent organization is (through several corporate entities) HCA,
Holdings Inc.

e HCA Inc. operates 14 hospitals and several surgery and imaging centers
in Tennessee. An organizational chart is enclosed in Attachment A 4.

e The applicant intends to syndicate the ASTC with physicians at the new
location with the applicant maintaining majority control (at least 51%).

e If the ASTC is syndicated, the most likely management entity to manage
Southern Hills Surgery Center will be HCA’s wholly owned Medical Care
America.

Southern Hills Surgery Center
CN1411-047
February 25, 2015
Page 4




Facility Information

The total square footage of the proposed one-story project is 18,109 square
feet. A floor plan drawing is included in Attachment B.IV.—Floor Plan.
The proposed ASTC will contain three operating rooms, two procedure
rooms, 13 pre-op, five post-op/recovery stations and shelled space for a
future operating room.

It will also contain a nursing station, sterile and soiled work areas,
equipment storage, linen rooms, staff lounge, administration and business
offices, reception and waiting area with a pediatric playroom, consulting
offices, and staff showers and lockers.

Operating hours at the new site will be 8:00 a.m. to 4:00 p.m., Monday-
Friday.

Existing operating rooms average 318 SF, which is below current licensure
standard of 400 SF.

New ORs will be 415 SF, which is an increase of 30.5%.

The table below compares the square footage in the existing facility to the

proposed facility:
Existing and Proposed OR/PR Square Footage
Location OR#1SF | OR#2SF | OR#3SF | PR#1SF | PR#2SF | Licensure | Licensure
Standard | Standard
(OR) (PR)
360 Wallace
Road, 318 317 321 319 237
Nashville, TN 400 SF 150 SF
Sropesed 415 415 415 237 237
Location
Source: CN1411-047
Project Need
The rationale for the relocation includes:
e More efficient design-Expand operating rooms, pre- and post-

op/recovery spaces and other changes as detailed on page 6 to meet
current design and licensure requirements and AIA guidelines.

Recapture lease payments within their own organization. The facility is
currently liable for monthly lease payments of $30,000 to an unrelated
third party lessor. The relocation would permit it to recapture those
monthly payments by leasing from HCA affiliate, Southpoint LLC.

Offer services at a lower cost by moving several thousand surgical cases
from the hospital to the surgery center because surgery centers are often
reimbursed at 40% less than hospitals for the same surgical case.
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e Not specifically addressed but implied is that the new site will be more
attractive to physicians who will be potential investors if the surgery
center is syndicated

Service Area Demographics
Southern Hills Surgery Center’s declared service area is Davidson, Rutherford,
and Williamson Counties.

e The total population of the service area is estimated at 1,152,890 residents
in calendar year 2014 increasing by approximately 7.1% to 1,235,109
residents in 2018.

e The overall statewide population is projected to grow by 3.7% from 2014
to 2018.

e The 2014 percentage of the service area population enrolled in the
TennCare program is approximately 14.9%, as compared to the statewide
enrollment proportion of 18.8%.

e Davidson County had an 18.9% TennCare enrollment, Rutherford 13.2%
and Williamson reflected the lowest proportion of total population
enrolled in TennCare at 4.5%.
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SHSC Patient Origin/Median Household Income by Zip Code

Zip Code 37217
Median Household Income
$40,755
7% Patient Origin-#3 Rank
Population-29,599

$48,603

Antioch Zip Code 37013
Median Household Income

8l 20.9% Patient Origin #2 Rank
Population.-78,406

New Proposed Location
Zip Code 37027 Median Household
Income $116,054

5.88% Patient Origin #4 Rank
Population: 49,035

Zip Code 37211

$42,517

Source: usa.com and
CN1411-047

Current Location
Median Household Income:

22.75% Patient Origin #1 Rank
Population: 74,755

The preceding map of the Southern Hills Surgery Center Patient Origin/ Median

Household map reflects the following:

The applicant is proposing to move 5.5 miles southwest from Zip Codes
37217, 37013, and 37211 with median household incomes of $40,755,
$48,603, and $42,517 to Zip Code 37027 with a Median Household Income
of $116,054.

According to Southern Hills Surgery Center’s 2007 Patient Origin by Zip
Code in Supplemental One, approximately 51% of the applicant’s patients
reside in Zip Codes 37211, 37013, and 37217.

In 2007, just under 6% of the surgery center’s patients resided in Zip Code
37027.

Based on the US Census 2010 Data, Zip Code 37013 had a population of
78,406, Zip Code 37211-74,755 residents, and Zip Code 37027-49,035
residents.
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Southern Hills Surgery Center
Demographic Characteristics of the 4 Top Zip Codes of Patient Origin

Applicant is moving 5.5 miles SW
from these 3 Zip Codes
Zip Code of New (51% Patient Origin)
Proposed Location Current i
Location

37027 37211 37013 37217 Tennessee
Applicant’s *5.9% ' *22.8% *21% *7% N/A
Patient Origin |
Population 49,035 74,755 78,406 29,599 6,346,105
Population Growth 37.17% 15.45% 52.7% 4.62% 11.54%
since 2000
Population 890 3,498 1,727 1,857 151
Density/Sq. mile
Median Household $116,054 | $42,517 $48,603 $40,755 $44,140
Income
Median Home Price $446,800 $163,400 $146,900 $131,500 | $138,700
Population in 1,362 17,434 10,152 6,090 1,069,017
Poverty (2.75%) (23.9%) (12.75%) (21%) (17.3%)
White 43,771 45,496 37,376 16,277 4,921,948

(89%) (60.1%) (47.7%) (55%) (77.6%)
Black 43,771 13,863 27,740 8,154 1,057,315

(3.6%) | (18.5%) (35.4%) (27.6%) (16.7%)
Hispanic 1,095 : 15,956 13,812 6,038 290,059

(2.23%) | (21.3%) (17.6%) (20.4%) (4.57%)
Asian 2,479 ' 4,162 3,120 642 91,242

(5.1%) (5.57%) (4%) (2.8%) (1.44%)

Source: usa.com  *Patient Origin from 2007 Data

Historical and Projected Utilization
The utilization table below reflects the following:
e There was a 5.5% increase in surgical cases at Southern Hills Medical
Center from 3,611 in 2007 to 3,810 in 2014.
e The applicant projects an increase of 13.6% in cases from 3,170 in Year 1
(2017) to 3,602 in Year 2 (2018).
e In Year Two (2018) of the proposed project Southern Hills Medical Center
will operate at 505 surgical cases per room, while Southern Hills Surgery
Center will be operating at 720 surgical cases per room.
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Actual and Projected Surgical Utilization: 2007-2017
Southern Hills Medical Center and Southern Hills Surgery Center

2007 | 2008 2009 | 2010 | 2011 | 2012 2013 | 2014 | | 2017 2018
| Year1 | Year2
Hospital | #ORs 9 9 9 9 9 9 9 8 ! 8 8
#PRs il 1 1 1 1 1 1 1 i 1 1
Cases 3,611 3,544 3,741 3,332 3,158 3,459 3,608 | 3,810 i 3,974 4,549
Inpat'ient 1,312 1,247 1,133 970 883 1,170 1217 | 1,391 1,564 1,627
Outpatient | 229 | 2297 2608 | 2,362 | 2275 | 2289 | 2,391 | 2419 | [ 2410 2,922
Cases/room 361 354 374 333 316 346 361 23 | | 442 505
ASTC #ORs 3 3 3 3 3 3 3 3 f 3 3
#PRs 2 2 2 2 2 2 2 2 2 2
Cases 2519 | 1,39 0 0 *2,206 | *2,351 | *2459 | 2429 | [ 3,170 3,602
Cases/room 504 556 0 0 441 470 492 | 486 634 720
Source: SHMC Internal Records
*ASTC utilization for the Years 2011-2014 represented endoscopic surgeries performed as a department of
Southern Hills Medical Center in the ASTC space vacated by Southern Hills Surgery Center.
According to the Department of Health, of the thirty-four (34) licensed ASTCs in
2013 in the defined service area, twenty-three (23) facilities are single-specialty
ASTCs and eleven (11) multi-specialty ASTCs.
3 County Service Area Patient Utilization
2009-2012 (Duplicated)
2011 2012 2013 %
County **ASTC Oper. | Proc. | Cases Oper. | Proc. Cases Oper. | Proc. | Cases | change
Rms/ | Rms Rms/ Rms Rms/ | Rms 11-13’
Davidson Single-Specialty 12 30 41,056 12 30 40,620 12 31 39,749 -3.2%
Multi-specialty 43 9 47,762 46 9 46,068 46 9 45,985 -3.7%
Total 55 39 88,818 58 39 86,688 85,734 -3.5%
Rutherford Single-Specialty 1 2 268 1 2 1,190 1 2 1,688 +529%
Multi-specialty 14 5 16,895 13 5 17,338 13 5 18,105 +7.2%
Total 15 7 17,163 14 7 18,528 19,793 +15.3%
Williamson Single-Specialty 0 3 2,802 0 4 2,962 2,971 +6%
Multi-specialty 9 2 9,911 5 1 7,292 5 1 7,780 *-21.5%
Total 9 4 12,713 5 5 10,254 10,751 -15.4%
Service Area | Single-Specialty 13 35 44,126 13 36 44,772 15 37 44,408 +0.6
Multi-specialty 66 16 74,568 64 15 70,698 64 15 71,870 -3.6%
Grand Total 79 51 118,694 77 51 115,470 79 52 | 116,278 -2.0%

Source: Tennessee Department of Health, Division of Health Statistics, Joint Annual Reports
*Williamson Surgery Center closed in 2011 (4 ORs, 1 Procedure roon/, 3,410 cases in 2011) and became part of
Williamson Medical Center.
Source: 2011-2013 ASTC JARs
**ASTC JARs do not report patients by OR or Procedure room
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The above utilization table reflects the following:

Overall, the three county proposed service area experienced a 2% decrease
in surgical cases from 118,694 in 2011 to 116,278 in 2013.

Single-Specialty ASTCs experienced a 0.6% increase in volume from
44,126 cases in 2011 to 44,408 cases in 2013. In comparison, Multi-Specialty
ASTCs experienced a 3.6% decrease from 74,568 cases in 2011 to 71,870
cases in 2013.

ASTCs located in Rutherford County experienced a 15.3% increase in total
surgical cases from 17,163 in 2011 to 19,793 in 2013.

Single-Specialty ASTC’s located in Williamson County outpaced multi-
specialty ASTCs with an increase of 6% in surgical cases from 2011 to 2013
versus a decrease of 21.5% for multi-specialty ASTCs.

ASTCs located in Davidson County accounted for 74% of the three county
ASTC surgical volume and experienced a decrease in surgical cases of
3.5% from 2011 to 2013.

Southern Hills Medical Center

Surgical Capacity Analysis-2013
CY2013 No. of | Procedures | Procedures | Minutes Average Total Schedulable % of
Rooms / Used Turnaround Room minutes* Schedulable
Room Time Minutes Time Used
Used
Operating 8** 3,335 417 436,314 110,055 546,369 960,000 57%
Rooms (33)
Endoscopy DEES 2,429 810 71,172 36,435 107,607 360,000 30%
Procedure (15)
Rooms
Subtotal 11 5,764 524 507 486 146,490 653,976 1,320,000 50%
Cystoscopy 1 273 273 13,632 9,009 22,641 120,000 19%
Rooms (33)
Total 12 6,037 503 521,118 155,499 676,617 1,440,000 47%
Surgical
Suite

* defined as the summation of the minutes by each room available for scheduled cases, applicant based surgical room
capacity on 8 hours per day per room , 250 days per year which represent 120,000 minutes.

**The hospital JAR reports nine O.R.s and one cystoscopy room, but one O.R. is not schedulable due to being too long
and narrow to accommodate the surgical rooms and their equipment.
***The three endoscopy rooms are located in the ASTC building.

The above utilization table reflects the following:

The eight operating rooms located at Southern Hills Medical Center
operated at 57% capacity in 2013.

Endoscopy procedures performed by Southern Hills Medical Center in the
Southern Hills Surgery Center’s (ASTC) three procedure rooms operated
at 30% of available scheduled time.
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The endoscopy procedures performed by Southern Hills Medical Center
in the Southern Hills Surgery Center’s (ASTC) represented 40% of the
overall procedures performed by Southern Hills Medical Center in 2013
(2,429/6,037).

Overall, the total percentage of schedule time used by Southern Hills
Medical Center for surgical procedures in 2013 equaled 47%.

Projected Specialty Mix (Year One)

The expected physician specialty mix in Year 1 for Southern Hills
Surgery Center is reflected in the following chart.

Southern Hills Surgery Center Specialty Mix

Year One
Specialty Patients Percent Patient

Gastroenterology (Endo) 1,584 50%
Otolaryngology (ENT) 370 11.7 %
Podiatry 327 10.3%
General Surgery 282 8.9%
Neurology/Spine 264 8.3%
Other 150 4.7%
Urology 105 3.3%
Gynecology 88 2.8%
Total 3,170 100.0%

Source: CN1411-047

Gastroenterology patients will total 1,584 patients, or 50% of all surgeries
that will be provided in Year 1.

The next largest specialty utilizations are Otolaryngology (ENT) (11.7%)
and Podiatry (10.3%).

The top five specialties: Gastroenterology, Otolaryngology, Podiatry,
General Surgery, and Neurology/Spine account for over 89% of the
surgical utilization at the applicant ASTC.

Project Cost

Major costs are:

Construction, $4,074,525 or 23.5% of total cost

Facility Lease for building and site cost, $8,075,220, or 46.5% of the total
cost.

An affiliated HCA company, Southpoint LLC, will construct and lease a
shelled building to the applicant. Surgicenter of Southern Hills, Inc. will
lease, finish out, and equip the building.
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e $9,282,612 is the actual capital costs for the applicant, and $5,575,220 is the
actual capital cost for the development for the building development.

e For other details on Project Cost, see the Project Cost Chart on page 39 of
the application.

Note to Agency members: The applicant used the value of the building-
$5,575,220 and land value-$2,500,000, which totaled $8,075,220, which was
greater than leases cost of $5,812,783, to determine the amount to allocate for the
building in the Project Costs Chart. Agency Rule 0720-9-.01(4) (c) states “......In
the case of a lease, the cost is the fair market value of the lease or the total
amount of the lease payment, whichever is greater.”

The total construction cost for the proposed ASTC is $360 per square foot. As
reflected in the table below, the total construction cost is above the 3rd quartile of
$223.62 per square foot of statewide ASTC construction projects from 2011 to
2013. In the supplemental response, the applicant indicates the higher
construction cost is attributed to increasing costs and very high design standards.

Statewide
ASTC Construction Cost per Square Foot
Years 2011-2013

Renovated New Total
| Construction Construction Construction
1st Quartile $95.04/sq. ft. $174.88/sq. ft. $113.55/sq. ft.
Median $113.55/sq. ft. $223.62/ sq. ft. $162/sq. ft.
3rd Quartile $150/sq. ft. $269.76/ sq. ft. $223.62/ sq. ft.

Please refer to the square footage and cost per square footage chart on page
000011 of the original application for more details.

Financing
¢ The source of funding for the project is identified as a cash transfer from

the applicant’s parent (HCA Holdings, Inc.) to the applicant’s division
office (TriStar Health System).

e A November 14, 2014 letter signed by the President and Chief Financial
Officer of TriStar Health System attests to HCA’s ability to finance the
project.

e Review of the HCA’s Holdings financial statement as of 12/31/13
revealed cash and cash equivalents of $414,000,000, current assets of
$8,037,000,000 and current liabilities of $5,695,000,000 for a current ratio
of 1.41 to 1.0.
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Note to Agency Members: Current ratio is a measure of liquidity and is
the ratio of current assets to current liabilities, which measures the
ability of an entity to cover its current liabilities with its existing current
assets. A ratio of 1:1 would be required to have the minimum amount of
assets needed to cover current liabilities.

Historical Data Chart

e The last year of operation of Southern Hills Surgery Center was 2007.

e Southern Hills Surgery Center reported a net operating loss of ($773,645)
in its 2007 fiscal year period, a margin of approximately (6.1%) of gross
operating revenues.

e Gross Operating Revenue was reported as $12,590,634 in 2007.

Projected Data Chart
The applicant projects $28,043,009 in total gross revenue on 3,170 surgical cases
during the first year of operation and $32,345,061 on 3,602 surgical cases in Year
2 (approximately $8,980 per case). The Projected Data Chart reflects the
following;:
e Net operating income less capital expenditures for the applicant will equal
$116,527 in Year 1 increasing to $241,976 in Year 2.
e Net operating revenue after bad debt, charity care, and contractual
adjustments is expected to reach $5,045,799 or approximately 15.6% of
total gross revenue in Year 2.
e Charity Care calculates to 16 cases in Year 1 and 18 cases in Year 2.

Charges
In Year 1 of the proposed project, the average surgical case charges are as

follows:
¢ The proposed average gross charge is $8,847/ surgical case in 2017.
e The average deduction is $7,467/surgical case, producing an average net
charge of $1,380/surgical case.

Medicare/TennCare Pavor Mix
e TennCare- Charges will equal $3,393,204 in Year 1 representing 12.1% of
total gross revenue.
e Medicare- Charges will equal $4,851,441 in Year 1 representing 17.3% of
total gross revenue.
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Staffing
The applicant’s proposed direct patient care staffing in Year 1 includes the

following;:
e 6.5 Registered Nurses, and
e 3.5 Surgical Techs

Licensure/Accreditation

Southern Hills Surgery Center is licensed by the Tennessee Department of
Health. The last survey of Southern Hills Surgery Center conducted by the
Tennessee Department of Health occurred on October 6, 2006. In supplemental
#1, the applicant indicated results of the October 6, 2006 survey could not be
located in the facility archives.

Southern Hills Surgery Center will pursue re-accreditation by the AAAHC
(Accreditation Association for Ambulatory Health Care).

The applicant has submitted the required corporate documentation, real estate option to
lease and requisite demographic information for the applicant’s proposed service area.
HSDA staff has reviewed these documents. Staff will have a copy of these documents
available for member reference at the meeting. Copies are also available for review at the
Health Services and Development Agency office.

Should the Agency vote to approve this project, the CON would expire in two
years.

CERTIFICATE OF NEED INFORMATION FOR THE APPLICANT:

There are no other Letters of Intent, denied applications, pending applications, or
outstanding Certificates of Need for this applicant.

HCA has financial interests in this project and the following:

Denied Applications:

Summit Medical Center, CN1206-029D, was denied at the September 26, 2012
Agency meeting. The application was for the for the establishment of a 20 bed
acute inpatient rehab unit and service in its hospital facility by converting 20
adult psychiatric beds and reclassifying the adult psychiatric unit to an inpatient
rehabilitation unit. The estimated cost was projected to be $2,500,000.00.
Reason for Denial: The application did not meet the statutory criteria.
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Pending Applications

TriStar Southern Hills Medical Center Emergency Room, CN1409-050, has an
application that will be heard at the March 25, 2015 Agency meeting for the
establishment of a satellite emergency department facility in a leased building to
be constructed. The facility will contain 8 treatment rooms for emergency
services at an unaddressed site at the Intersection of Old Hickory Boulevard and
American Way, Brentwood (Davidson County), TN 37250. The estimated project
cost is $11,500,000.00.

Outstanding Certificates of Need

Parkridge Medical Center Inc., CN1408-35A, has an outstanding Certificate of
Need that will expire on December 1, 2017. The project was approved at the
October 22, 2014 Agency meeting for the acquisition of a second magnetic
resonance imaging (MRI) unit for installation and use in 1,202 square feet of
renovated space on the main campus of Parkridge Medical Center (PMC) at 2333
McCallie Avenue, Chattanooga (Hamilton County), TN. The estimated project
cost was $2,968,942.00. Project Status Update: The project was recently approved.

Centennial Medical Center, CN1407-032A, has an outstanding Certificate of
Need that will expire on December 1, 2017. The project was approved at the
October 22, 2014 Agency meeting for the renovation of the main emergency
department, the development of a Joint Replacement Center of Excellence with
10 additional operating rooms; and the increase of the hospital’s licensed bed
complement from 657 to 686 beds. The estimated project cost was $96,192,007.00.
Project Status Update: The project was recently approved and is being appealed.

Skyline Medical Center, CN1406-020A, has an outstanding Certificate of Need
that will expire on November 1, 2017. It was approved at the September 24, 2014
Agency meeting to increase the licensed bed capacity at the hospital’s campus by
10 beds. The beds will be utilized as medical-surgical and intensive care beds.
The beds will be added by renovating existing space at the main campus which is
located at 3441 Dickerson Pike, Nashville (Davidson County), TN.
Simultaneously, 10 licensed beds will be closed at the Skyline satellite campus at
500 Hospital Drive, Madison (Davidson County), TN. TriStar Skyline Medical
Center is currently licensed as an acute care hospital with 385 hospital beds. This
project will increase beds at the main campus from 213 to 223 beds, and will
reduce the satellite campus from 172 to 162 beds, so that the consolidated 385-
bed licensed will not change. The estimated project cost was $3,951,732.00.
Project status update: This project was recently approved.
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Summit Medical Center, CN1402-004A, has an outstanding Certificate of Need
that will expire on July 1, 2017. It was approved at the May 28, 2014 agency
meeting for the addition of eight (8) medical/surgical beds increasing the
hospital’s licensed bed complement from one hundred eighty-eight (188) to one
hundred ninety-six (196) total licensed beds. The new beds will be located in
renovated space on the 7t Floor of the hospital in space to be vacated by the
hospital’s Sleep Lab which will be relocated to the adjacent Medical Office
Building on the hospital campus. The estimated project cost was $1,812,402.00.
Project Status Update: A representative of Summit Medical Center advised on 2/9/2015
the eight (8) medical/surgical beds were placed into service December 1, 2014. A Final
Project Report is pending.

Hendersonville Medical Center, CN1302-002A, has an outstanding Certificate of
Need that will expire on August 1, 2016. It was approved at the June 26, 2013
Agency meeting to construct a new fourth floor of medical surgical beds and
initiate Level IIB Neonatal Intensive Care services in a new six (6) licensed bed
Level IIB Neonatal Intensive Care Unit (NICU) on its campus at 355 New Shackle
Island Road, Hendersonville (Sumner County) Tennessee, 37075. The proposed
project will not change the total licensed bed complement. The hospital
currently holds a single consolidated license for 148 general hospital beds, of
which 110 are located at its main Hendersonville campus and 38 are located at its
satellite campus at 105 Redbud Drive, Portland (Sumner County), TN 37148.
The applicant will relocate 13 beds from the satellite campus to the main campus,
resulting in 123 licensed beds at the Hendersonville campus and 25 licensed beds
at the Portland satellite campus. The estimated cost of the project was
$32,255,000.00. Project Status: Per an Annual Progress Report dated February 5, 2015
e-mail, the full project is underway with construction projected to take 10 months to
finish new construction.

Parkridge Valley Hospital, CN1202-006AM has an outstanding Certificate of
Need that will expire on July 1, 2015. The CON was approved at the May 23,
2012 Agency meeting for (1) the addition of sixteen (16) additional child and
adolescent psychiatric beds to the sixty-eight (68) beds currently located on the
satellite campus at 2200 Morris Hill Road, Chattanooga (Hamilton County) and
(2) the relocation of all forty-eight (48) of its licensed adult psychiatric beds to a
new campus. The current licensed hospital bed complement at Parkridge Valley
Hospital, which is a satellite location of Parkridge Medical Center, will decrease
from one hundred sixteen (116) beds to eighty-four (84) beds. The net result of
this application is that only child and adolescent psychiatric beds will operate at
this location. The estimated project cost was $143,000.00. Project Status Update:
The project cost was modified at the January 22, 2014 Agency meeting to a revised
amount of $706,006. A representative of Parkridge advised on 10/27/14 that construction
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started in August 2014 and renovations of the facility are in progress. Reconfiguration of
the facility and life safety enhancements have been completed with the result that the
facility has been converted to use by children and adolescents in all semi-private rooms
(industry norm is 2 adolescents per room). The representative stated that Parkridge is on
track to complete the project by early November 2014 within the $706,006 total estimated
project cost.

Natchez Surgery Center, CN1002-011A, has an outstanding Certificate of Need
that will expire on July 1, 2015. It was approved at the May 26, 2010 Agency
meeting for the establishment of an ambulatory surgical treatment center (ASTC)
with three (3) operating rooms and three (3) procedure rooms. After approval,
CNB801-001A was surrendered which was a similar facility for this site at 107
Natchez Park Drive, Dickson (Dickson County), TN. The estimated cost of the
project was $13,073,892.00. Project Status: A representative of Natchez Surgery Center
advised on 02/09/2015 the Natchez Surgery Center is expected to be located in the same
building, directly above the freestanding emergency department. The surgery center will
be phase 1I of the construction project that is expected to commence after the completion
of the freestanding emergency department. TriStar Horizon expects to open the
freestanding emergency department before July, 2015. Due to the staging of these
projects, a short extension of the CON may be necessary.

Horizon Medical Center Emergency Department, CN1202-008A, has an
outstanding Certificate of Need that will expire on July 1, 2015. The CON was
approved at the May 23, 2012 Agency meeting to establish a satellite emergency
department facility located at its Natchez Medical Park campus located at 109
Natchez Park Drive, Dickson (Dickson County). Estimated project cost was
$7,475,395. Project Status Update: According to an 02/09/2015 update, the Horizon
Medical Center Freestanding Emergency Department is under construction with an
expected completion date of June 8th, 2015. TriStar Horizon expects to open the
freestanding emergency department before July, 2015.

CERTIFICATE OF NEED INFORMATION FOR OTHER SERVICE AREA
FACILITIES:

There are no Letters of Intent, denied applications, or pending applications for
similar service area entities proposing this type of service.

Qutstanding Certificates of Need

Saint Thomas Midtown Hospital, CN1401-001A, has an outstanding Certificate
of Need which will expire on June 1, 2017. It was approved at the April 23, 2014
Agency meeting for the renovation of surgical suites, patient care areas, and
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support space for the realignment and consideration of total joint replacement
services at Saint Thomas Midtown Hospital located at 2000 Church Street,
Nashville (Davidson County), TN. The estimated project cost was $25,832,609.00.
Project Status: A 2/4/2015 email from a representative of Saint Thomas Midtown
Hospital indicates the project remains on schedule and on budget and is expected to be
complete in September 2015.

Baptist Plaza Surgicare, CN1307-029A, has an outstanding Certificate of Need
which will expire on December 1, 2015. It was approved at the October 23, 2013
Agency meeting for the relocation and replacement of the existing ASTC from
2011 Church Street Medical Plaza I Lower Level, Nashville (Davidson County) to
the northeast corner of the intersection of Church Street and 20t Avenue North
Nashville, (Davidson County). The facility will be constructed in approximately
28,500 SF of rentable space in a new medical office building and will contain nine
(9) operating rooms and one (1) procedure room. The estimated project cost was
$29,836,377.00. A 2/9/2015 email from a representative of Baptist Plaza Surgicare
indicates pre-construction is underway and that construction is expected to commence
during Summer 2015.

Maxwell Aesthetics, PLLC, CN1303-009A, has an outstanding Certificate of
Need that will expire on June 1, 2015. It was approved at the April 27, 2013
Agency meeting for the construction, development, and establishment of an
ambulatory surgical treatment center (ASTC) limited to plastic surgery with one
(1) operating room. The estimated project cost was $1,322,564.00. Project Status:
The project is on the February 25, 2015 HSDA Agenda to request a 2 year extension of
the CON expiration date.

Williamson County Hospital District d/b/a Williamson Medical Center,
CN1210-048A, has an outstanding Certificate of Need which will expire on
March 1, 2017. It was approved at the January 23, 2013 Agency meeting for the
construction and renovation project that will renovate and expand surgery and
surgery support areas on the east side of the main hospital building and
construct a three-story addition on the west side of the main hospital building for
pediatric services and shelled space for future relocation of obstetrics services.
The estimated project cost was $67,556,801.00. Project Status: A 2/4/2015 email
from a representative of Williamson Medical Center indicated the East Tower is
scheduled to be complete in March 2015 and the West Tower will be complete in April
2015. Williamson Medical Center will then begin the renovation phase of the OR space.
The project remains on schedule.

Franklin Endoscopy Center, CN1209-046A, has an outstanding Certificate of
Need that expires on February 1, 2015. It was approved at the December 12, 2012
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Agency meeting for the relocation of an existing single specialty ambulatory
surgical treatment center (ASTC) limited to endoscopic procedures, located at
740 Cool Springs Boulevard, Suite 210B, Franklin (Williamson County), TN to
10,000 feet of newly constructed space located at 9160 Carothers Parkway,
Franklin (Williamson County), TN. The proposed relocation site will be located
1.5 miles from the existing ASTC. The applicant is seeking the addition of two (2)
multispecialty outpatient surgery operating rooms thereby converting a single-
specialty (endoscopy) surgery center into a multispecialty surgery center. The
estimated project cost is $ $7,420,105.00. Project Status: According to a 02/11/15
email from a representative of the applicant the project was completed during July, 2014.
The Final Project Report is pending.

PLEASE REFER TO THE REPORT BY THE DEPARTMENT OF HEALTH,
DIVISION OF HEALTH STATISTICS, FOR A DETAILED ANALYSIS OF
THE STATUTORY CRITERIA OF NEED, ECONOMIC FEASIBILITY, AND
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE
IN THE AREA FOR THIS PROJECT. THAT REPORT IS ATTACHED TO
THIS SUMMARY IMMEDIATELY FOLLOWING THE COLOR DIVIDER
PAGE.

PME 02/03/15

Southern Hills Surgery Center
CN1411-047
February 25, 2015

Page 19
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LETTER OF INTENT -- HEALTH SERVICES & DEVELOPME}E?T AGENCY
i
The Publication of Intent is to be published in the Tennessean, which is a newspaper of
general circulation in Davidson County, Tennessee, on or before November 10, 2014, for
one day '

----- en et G e bl e e S m e W e s M e e mies EEe e ecene e e aTe S w e e e m e =

This is to provide official notice to the Health Services and Development Agency and all
interested parties, in accordance with T.C.A. Sections 68-11-1601 et seq., and the Rules
of the Health Services and Development Agency, that Southern Hills Surgery Center (an
ambulatory surgical treatment center), owned and managed by Surgicare of Southern
Hills, Inc. (a corporation), intends to file an application for a Certificate of Need to
relocate from 360 Wallace Road, Nashville, TN 37211, to leased space in a building to be
constructed at an unaddressed site in the northeast corner of the intersection of Old
Hickory Boulevard and American General Way, in Brentwood, Tennessee 37250. This
site is within Davidson County, adjoining Old Hickory Boulevard less than a mile east of
the intersection of Old Hickory Boulevard and I-65. The facility will contain the same
capacity as it does at its current location--three operating rooms and two procedure
rooms. The project cost is estimated at $17,500,000, which includes the value of the land
and building that will be leased. The facility is currently licensed as an Ambulatory
Surgical Treatment Center by the Board for Licensing Health Care Facilities; and that
licensure will continue at the new location. The project will not contain major medical
equipment and will not affect any licensed bed complements.

The anticipated date of filing the application is on or before November 14, 2014, The
contact person for the project is John Wellborn, who may be reached at Development
Support Group, 4219 Hillsboro Road, Suite 210, Nashville, TN 37215; (615) 665-2022.

jwdsg@comcast.net
(E-mail Address)




COPY
-Application
Southern Hills
Surgery Ctr.

CN1411-047
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SOUTHERN HILLS
SURGERY CENTER

CERTIFICATE OF NEED APPLICATION
TO RELOCATE
WITHIN SOUTH DAVIDSON COUNTY

Submitted November 2014
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PART A

1. Name of Facility, Agency, or Institution

| Southern Hills Surgery Center

Name
NE Corner of Intersection of Old Hickory Boulevard & American General Way
Davidson

Street or Route County

| Brentwood TN 37250 |
City State Zip Code
2. Contact Person Available for Responses to Questions

| John Wellborn Consultant ]
Name Title

| Development Support Group jwdsg@comcast.net |
Company Name E-Mail Address

| 4219 Hillsboro Road, Suite 210 Nashville TN 37215 |
Street or Route City State Zip Code

[ CON Consultant 615-665-2022 615-665-2042 |
Association With Owner Phone Number Fax Number

3. Owner of the Facility, Agency, or Institution

| Surgicare of Southern Hills, Inc. c¢/o Southern Hills Medical Center  615-781-4150

Name Phone Number

| 391 Wallace Road |
Street or Route County

| Nashville TN 37211 |
City State Zip Code

4. Type of Ownership or Control (Check One)

F. Government (State of TN or
A. Sole Proprietorship Political Subdivision)
B. Partnership G. Joint Venture
C. Limited Partnership H. Limited Liability Company
D. Corporation (For-Profit) x | I. Other (Specify):
E. Corporation (Not-for-Profit)

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS
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5. Name of Management/Operating Entity (If Applicable) NA

|

Name
|
Street or Route County
|
City State Zip Code
6. Legal Interest in the Site of the Institution (Check One)
A. Ownership D. Option to Lease /10 years X
B. Option to Purchase E. Other (Specify):
C. Lease of Years
7. Type of Institution (Check as appropriate—more than one may apply)
A. Hospital (Specify): General I. Nursing Home
B. Ambulatory Surgical Treatment
Center (ASTC) Multi-Specialty x | J. Outpatient Diagnostic Center
C. ASTC, Single Specialty K. Recuperation Center
D. Home Health Agency L. Rehabilitation Center
E. Hospice M. Residential Hospice
F. Mental Health Hospital N. Non-Residential Methadone
G. Mental Health Residential Facility O. Birthing Center
H. Mental Retardation Institutional P. Other Outpatient Facility
Habilitation Facility ICF/MR) (Specify):
Q. Other (Specify):

8. Purpose of Review (Check as appropriate—more than one may apply

G. Change in Bed Complement
Please underline the type of Change:
Increase, Decrease, Designation,

A. New Institution Distribution, Conversion, Relocation
B. Replacement/Existing Facility x | H. Change of Location X
C. Modification/Existing Facility I. Other (Specify):

D. Initiation of Health Care Service
as defined in TCA Sec 68-11-1607(4)

(Specify)

E. Discontinuance of OB Service

F. Acquisition of Equipment




9. Bed Complement Data
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NA

(Please indicate current and proposed distribution and certification of facility beds.)

Current
Licensed
Beds

CON
approved
beds
(not in
service)

Staffed
Beds

Beds
Proposed
(Change)

TOTAL
Beds at
Completion

. Medical

. Surgical

. Obstetrical

. 1ICU/CCU

A
B
C. Long Term Care Hosp.
D
E
F

. Neonatal

G. Pediatric

H. Adult Psychiatric

1. Geriatric Psychiatric

J. Child/Adolesc. Psych.

K. Rehabilitation

L. Nursing Facility
(non-Medicaid certified)

M. Nursing Facility Lev. 1
(Medicaid only)

N. Nursing Facility Lev. 2
(Medicare only)

O Nursing Facility Lev. 2
(dually certified for
Medicare & Medicaid)

P. ICF/MR

Q. Adult Chemical
Dependency

R. Child/Adolescent
Chemical Dependency

S. Swing Beds

T. Mental Health
Residential Treatment

U. Residential Hospice

TOTAL

10. Medicare Provider Number:
Certification Type:

3739642
ambulatory surgical treatment center

11. Medicaid Provider Number:
Certification Type:

411-1186
ambulatory surgical treatment center

12. & 13. See page 4
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A.12. IF THIS IS A NEW FACILITY, WILL CERTIFICATION BE SOUGHT
FOR MEDICARE AND/OR MEDICAID?

This is an existing ambulatory surgical treatment center (ASTC) with existing

Medicare and Medicaid certifications.

A.13. IDENTIFY ALL TENNCARE MANAGED CARE ORGANIZATIONS /
BEHAVIORAL HEALTH ORGANIZATIONS (MCO’S/BHO’S) OPERATING IN
THE PROPOSED SERVICE AREA. WILL THIS PROJECT INVOLVE THE
TREATMENT OF TENNCARE PARTICIPANTS? Yes IF THE RESPONSE TO
THIS ITEM IS YES, PLEASE IDENTIFY ALL MCO’S WITH WHICH THE
APPLICANT HAS CONTRACTED OR PLANS TO CONTRACT.

DISCUSS ANY OUT-OF-NETWORK RELATIONSHIPS IN PLACE WITH
MCO’S/BHO’S IN THE AREA.

Table One: Contractual Relationships with Service Area MCO's

Available TennCare MCO’s Applicant’s Relationship
AmeriGroup or BlueCare to be contracted
United Healthcare Community Plan to be contracted
(formerly AmeriChoice)
TennCare Select to be contracted

This ASTC temporarily suspended performing its own cases in 2008, and
currently has no MCO contracts in place. But its facility is being used by TriStar
Southern Hills Medical Center for hospital-registered endoscopy cases; and that hospital
is is contracted with all area MCO’s through master contracts between the MCO’s and
TriStar Health System, its Division office. The TriStar Division contracts cover all HCA
hospitals and surgery centers in Middle Tennessee. The agreements allow all new HCA
facilities to be added to the contract automatically. So this proposed ASTC facility at its
new location will automatically enter into those contracts. The Division contracts also

cover all three Statewide MCO’s that will be in effect in January of 2015.
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SECTION B: PROJECT DESCRIPTION

B.I. PROVIDE A BRIEF EXECUTIVE SUMMARY OF THE PROJECT NOT TO
EXCEED TWO PAGES. TOPICS TO BE INCLUDED IN THE EXECUTIVE
SUMMARY ARE A BRIEF DESCRIPTION OF PROPOSED SERVICES AND
EQUIPMENT, OWNERSHIP STRUCTURE, SERVICE AREA, NEED,
EXISTING RESOURCES, PROJECT COST, FUNDING, FINANCIAL
FEASIBILITY AND STAFFING.

Proposed Services and Equipment

» The project is to relocate and re-open an existing licensed ambulatory surgical
treatment center (ASTC), at the same surgical room capacity, under the same ownership,
and 5.5 miles southwest, within the same county. Southern Hills Surgery Center, wholly
owned by HCA subsidiaries, and associated with TriStar Southern Hills Medical Center,
proposes to move from leased space on Wallace Road to south Davidson County, where
it will occupy leased space in a building owned by another HCA subsidiary. It was
licensed at its current location in 2005.

+ The relocated facility will have the same surgical room complement (5 rooms) that it
has at its current location. It will have 3 operating rooms and 2 procedure/treatment
rooms. At the new building, this ASTC will be larger in overall size; it will have more
pre-op and post-op/recovery spaces; it will have larger operating rooms; it will bring
itself into compliance with current and proposed codes and licensure standards for
ASTC’s.

« The applicant wholly owns the current ASTC operation on Wallace Road. Before
2008, when it moved its cases back into TriStar Southern Hills Medical Center, this
ASTC was syndicated with TriStar’s surgeons; and the applicant intends to syndicate it
again at an owned site, based on strongly expressed physician interest. The applicant will
retain majority ownership in such a syndication. The facility is not under a management
contract currently, but will be if a future syndication occurs. The management entity at
that time has not been identified; but it will be a wholly-owned HCA affiliate in order to
keep revenues within the HCA organization.

Ownership Structure

« As explained in B.ILA below (page 13), Southern Hills Surgery Center, Inc. is wholly
owned by HCA, Inc. through a series of wholly owned HCA subsidiaries. The applicant
intends to syndicate the ASTC with physicians at the new location, but if that occurs, the
applicant will maintain majority (51% or more) control of the facility.

« Attachment A.4 contains more details, an organization chart, and information on the
Tennessee facilities owned by this facility’s parent organization.

Service Area

+ The current primary service area of the hospital, its surgical staff, and its outpatient
surgery cases, is a three-county area consisting of Davidson, Williamson, and Rutherford
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Counties, which are within several miles of the hospital and its ASTC. The applicant
projects that since most caseloads of the ASTC will be outpatient cases relocated from
TriStar , the relocated ASTC will continue to have the same primary service area counties
as the hospital.

Need

» The project is needed to improve space available for patient care and support. The
ASTC needs to enlarge its operating rooms, increase its pre- and post-op/recovery spaces,
improve its air handling systems, and make other changes to conform to current design
standards of the industry, State licensure, and the latest AIA Guidelines. The existing
facility is in a building that the applicant does not own, and cannot expand. A relocation
is appropriate to enlarge this facility by almost 40%.

e Currently the ASTC is liable for monthly lease payments of approximately $30,000.
These are payments being lost to an unrelated third party lessor. HCA needs to recapture
lease payments within its own organization, by moving this ASTC into property owned
by an HCA affiliate. HCA’s wholly-owned affiliate, Southpoint, LLC, has acquired
property in south Davidson County, where it proposes to construct an ASTC building for
lease to the CON applicant. If the applicant delays relocation, the ASTC risks becoming
a captive tenant at a disadvantage in negotiating an extension of its lease on Wallace
Road.

« The relocation of cases will save money for insurors. Currently these cases are being
performed by the hospital, not by its ASTC. By moving several thousand cases into the
proposed Brentwood ASTC, a much lower Medicare reimbursement schedule will apply
(because ASTC’s are often reimbursed at 40% less than hospitals, for the same surgical
case).

Existing Resources

» There are no multispecialty surgery centers located in south Davidson County near
Brentwood, a major population growth center for the Nashville area. The closest ones are
in Franklin and Nashville. Within the three primary service area counties (Davidson,
Williamson, and Rutherford), the applicant has identified 32 single-specialty and multi-
specialty ASTC’s that perform cases of the type projected for this project. The great
majority of them are concentrated in Nashville and Murfreesboro.

Project Cost, Funding, Financial Feasibility, Staffing

» The project cost for CON purposes (which includes the value of the leased building
and its land) is estimated at $17,357,832, of which $9,282,612 is the actual capital cost
for the applicant, and $5,575,220 is the actual capital cost for the building
developer/lessor. Both components will be funded by a cash transfer from HCA
Holdings through HCA’s local Division, TriStar Health System. The projected income
and expense for the project indicate financial feasibility and positive cash flow.

« The project will be staffed with 22 FTE’s recruited by HCA from local sources,
including TriStar Southern Hills Medical Center.
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B.II. PROVIDE A DETAILED NARRATIVE OF THE PROJECT BY
ADDRESSING THE FOLLOWING ITEMS AS THEY RELATE TO THE
PROPOSAL.

B.ILA. DESCRIBE THE CONSTRUCTION, MODIFICATION AND/OR
RENOVATION OF THE FACILITY (EXCLUSIVE OF MAJOR MEDICAL
EQUIPMENT COVERED BY T.C.A. 68-11-1601 et seq.) INCLUDING SQUARE
FOOTAGE, MAJOR OPERATIONAL AREAS, ROOM CONFIGURATION,
ETC.

Overview

The project will replace and relocate a licensed HCA ambulatory surgical
treatment facility (“ASTC”) named Southern Hills Surgery Center. The proposed site is
approximately 5.5 miles west of the facility’s current location across the street from
TriStar Southern Hills Medical Center, with which the ASTC is affiliated. The current

location and the proposed location are both in far south Davidson County.

The project will not change the ASTC’s scope of services, or its surgical
capacity. The current facility is a licensed multi-specialty center with three operating
rooms and two procedure rooms. The proposed facility will have the same authorized

scope of services and the same surgical capacity.

There will be no change in the ASTC’s primary service area counties. Tristar
Southern Hills Surgery Center and Southern Hills Surgery Center have historically drawn
most (85%) of their outpatient surgical utilization from Davidson, Williamson, and

Rutherford Counties. This will continue at the new location.

There will be no change in ultimate ownership, or in operational control. The
ASTC is part of the HCA group of acute care facilities in Davidson County and will
remain under HCA control. The ASTC is operationally associated with HCA’s TriStar
Southern Hills Medical Center, whose surgical staff will also be the surgical staff of the
ASTC at its new location. The ASTC at its current location does not have a management
contract with any external (non-affiliated) company, and does not project having that at
the new location. (If and when it is syndicated with its surgical staff, the ASTC will have

a management contract, but only with a wholly-owned HCA subsidiary.)
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Site Information

For convenience, a site map for the facility and a map showing the current and

proposed sites are provided after this page.

The current ASTC site is at 360 Wallace Road, Nashville, TN, 37211. It is
across the street from TriStar Southern Hills Medical Center, located at 390 Wallace
Road. The ASTC is within two blocks of the major intersection of Harding Road (east-
west roadway) and Nolensville Road (north-south roadway). The area around that
intersection is informally known as the “Harding Mall” area. These facilities are in far

south Davidson County, close to both Williamson and Rutherford Counties.

The proposed ASTC site is in far south Davidson County close to the Brentwood
city boundary. The site is currently unaddressed but will be in the Brentwood zip code.
It is in the northeast quadrant of the intersection of Old Hickory Boulevard (an east-west
roadway) and American General Way (a north-south street), just east of Interstate 65.
The proposed site is 5.5 miles and twelve minutes’ drive west of the current ASTC site.
Access to the proposed site will be by American General Way, just above its intersection

with Old Hickory Boulevard.

The site is part of an undivided tract of land containing approximately 53 acres
and several large office buildings. In 2014 the tract was acquired by Southpoint, LLC, an
entity owned by HCA Health Services of Tennessee, Inc., and ultimately by HCA.
Within this large tract, a 14-acre wooded segment on the east side of American General
Way, bordered by Old Hickory Boulevard, is immediately available for development.
Within that 14-acre segment, approximately 3.5 acres adjoining Old Hickory Boulevard
are being allocated to the ASTC and its parking and circulatory drives. (Decisions have
not yet been made on future uses of the remainder of the 53-acre tract; physician offices

and additional outpatient services are being evaluated.)

8R
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Physical Description of the Facility

The ASTC will be a one-story facility, approximately 18,109 SF in size. It will
have a canopied entrance. It will contain three operating rooms, two procedure rooms,
and shelled space for a future fourth operating room. It will have thirteen pre-op and five
post-op/recovery stations. These will be supported by a nursing station, sterile and soiled
work areas, equipment storage, linen rooms, staff lounge, administration and business
offices, a reception and waiting area with a pediatric playroom, consulting offices, staff

showers and lockers, and other support spaces.

Table Two: Summary of Construction and Changes in Size

Total Square Feet
Facility At Current Wallace Rd. Location 12,958 SF
Facility At Proposed Brentwood Location 18,100 SF
Net Increase in Size (%) +39.7%
Area of New Construction 18,100 SF
Area of Renovation none
Total New & Renovated Construction 18,100 SF

Project Cost and Funding

It is anticipated that Southpoint, LLC (an HCA subsidiary that owns the land)
will develop the project building as shell space, to specifications of HCA, and that
Southpoint will then lease the building to Surgicare of Southern Hills, Inc. (an HCA
subsidiary which is the CON applicant) to build it out and to equip it as an ASTC.

The estimated project cost for CON purposes is $17,357,832. Of this,
$8,075,220 is the fair market value of the land and shell building to be provided by the
developer/lessor, and $9,282,612 is the estimated capital expenditure by the
applicant/licensee for building out and equipping the shell building.

Both the lessor and the applicant/lessee will receive funding for all project costs

from HCA Holdings, Inc., their common parent company.

11
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Project Implementation and Hours of Service

If granted final CON approval by March 1, 2015, the facility can be opened for
service at the new location in mid-2016. Its first full calendar year of operation will be
CY2017. It will provide ambulatory surgical services Monday through Friday, from 8
AMto 4 PM.

Ownership and Parties Involved in the Project; History of ASTC Licensure

a. The Developer/Lessor: Southpoint, LLC owns the 53-acre tract that includes this
project site. Southpoint, LLC is wholly owned by HCA Health Services of Tennessee,
Inc., which is wholly owned by Healthserv Acquisition, LL.C, which is wholly owned by
Healthtrust, Inc.--The Hospital Company, which is wholly owned by HCA, Inc., which is
wholly owned by HCA Holdings, Inc. Southpoint has granted an option to Surgicare of
Southern Hills, Inc. (the CON applicant and licensee of the existing ASTC on Wallace
Road) upder which Surgicare can have Southpoint construct a shell ASTC building at the

site, and lease it to Surgicare for completion and use as an ASTC.

b. The CON Applicant/Lessee/Licensee: Like Southpoint, Surgicare of Southern Hills,
Inc., which holds the license for Southern Hills Surgery Center on Wallace Road, is
wholly owned by HCA Health Services of Tennessee, Inc., which is wholly owned by
Healthserv Acquisition, LLC, which is wholly owned by Healthtrust, Inc.--The Hospital
Company, which is wholly owned by HCA, Inc., which is wholly owned by HCA
Holdings, Inc.

¢. The Current ASTC Facility on Wallace Road: 1t was approved in 2004 (CN 0412-
110) and licensed in 2005, located in a building leased from an unrelated third party.
When originally developed, it was owned by Southern Hills Surgery Center, L.P., in
which Surgicare of Southern Hills, Inc. was the general partner. Surgeons on the staff of
TriStar Southern Hills Medical Center held partnership interests. Several years later the
L.P. was dissolved and Surgicare of Southern Hills, Inc., became sole owner and licensee
as it is currently. In mid-2008, it ceased to perform significant numbers of cases and its

cases were moved back to the hospital. It has not performed cases as an ASTC since that

12
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time. However, it is being used by TriStar Southern Hills Medical Center for the
hospital’s own GI endoscopy cases, for lack of hospital surgical capacity on peak days.

That utilization has been included in the hospital’s Joint Annual Reports.

The applicant hopes to syndicate the ASTC again at the new site, based on
strongly expressed physician interest. The applicant will retain majority ownership of at
least 51%, if a syndication occurs. The facility is not under a management contract
currently, but it will be if a future syndication occurs, bringing minority ownership
interests into the operation. The future management entity in that scenario has not been
identified; but it will be a wholly-owned HCA affiliate in order to keep revenues within
the HCA organization. The probable management entity will be HCA’s wholly owned
Medical Care America (i.e., the Surgery Center Division of the company), which

manages many HCA surgery centers.

APPLICANTS WITH HOSPITAL PROJECTS (CONSTRUCTION COST IN
EXCESS OF $5 MILLION) AND OTHER FACILITY PROJECTS
(CONSTRUCTION COST IN EXCESS OF $2 MILLION) SHOULD COMPLETE
THE SQUARE FOOTAGE AND COSTS PER SQUARE FOOTAGE CHART.

UTILIZING THE ATTACHED CHART, APPLICANTS WITH HOSPITAL
PROJECTS SHOULD COMPLETE PARTS A-E BY IDENTIFYING, AS
APPLICABLE, NURSING UNITS, ANCILLARY AREAS, AND SUPPORT
AREAS AFFECTED BY THIS PROJECT. PROVIDE THE LOCATION OF THE
UNIT/SERVICE WITHIN THE EXISTING FACILITY ALONG WITH
CURRENT SQUARE FOOTAGE, WHERE, IF ANY, THE UNIT/SERVICE WILL
RELOCATE TEMPORARILY DURING CONSTRUCTION AND
RENOVATION, AND THEN THE LOCATION OF THE UNIT/SERVICE WITH
PROPOSED SQUARE FOOTAGE. THE TOTAL COST PER SQUARE FOOT
SHOULD PROVIDE A BREAKOUT BETWEEN NEW CONSTRUCTION AND
RENOVATION COST PER SQUARE FOOT. OTHER FACILITY PROJECTS
NEED ONLY COMPLETE PARTS B-E.

See Attachment B.II.A.
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PLEASE ALSO DISCUSS AND JUSTIFY THE COST PER SQUARE FOOT FOR
THIS PROJECT.

ASTC construction projects approved by the HSDA in 2011-2013 had the

following construction costs per SF:

Table Three: Ambulatory Surgery Center Construction Cost PSF
Years: 2011-2013

Renovated New Total
Construction Construction Construction
1* Quartile $95.04/sq ft | $174.88/sq ft $113.55/sq ft
Median $1 13.55/sq ft | $223.62/sq ft $162.00/sq ft
3™ Quartile $150.007sq ft | $269.76/sq ft $223.62/sq ft

Source: CON approved applications for years 2011 through 2013

This project’s estimated construction cost in CY2013 is approximately $360 PSF
overall, combining the cost of the lessor/developer for the shell building, and the cost of

the CON applicant/lessee for finishing out the shell building as an ASTC.

Table Four: This Project’s Construction Costs

Shell Construction Build-out by
by Lessor Applicant/Lessee Total Project
Square Feet 18,109 SF 18,109 SF 18,109 SF
Construction Cost $2,444,715 $4,074,525 $6,519,240
Constr. Cost PSF $135 $225 $360

IF THE PROJECT INVOLVES NONE OF THE ABOVE, DESCRIBE THE
DEVELOPMENT OF THE PROPOSAL.

Not applicable.
BILB. IDENTIFY THE NUMBER AND TYPE OF BEDS INCREASED,
DECREASED, CONVERTED, RELOCATED, DESIGNATED, AND/OR

REDISTRIBUTED BY THIS APPLICATION. DESCRIBE THE REASONS FOR
CHANGE IN BED ALLOCATIONS AND DESCRIBE THE IMPACT THE BED
CHANGE WILL HAVE ON EXISTING SERVICES.

Not applicable to an ambulatory surgical treatment center.

14



38

BILC. AS THE APPLICANT, DESCRIBE YOUR NEED TO PROVIDE THE
FOLLOWING HEALTH CARE SERVICES (IF APPLICABLE TO THIS
APPLICATION):

1. ADULT PSYCHIATRIC SERVICES

ALCOHOL AND DRUG TREATMENT ADOLESCENTS >28 DAYS
BIRTHING CENTER

BURN UNITS

CARDIAC CATHETERIZATION SERVICES

CHILD AND ADOLESCENT PSYCHIATRIC SERVICES
EXTRACORPOREAL LITHOTRIPSY

HOME HEALTH SERVICES

HOSPICE SERVICES

RESIDENTIAL HOSPICE

. ICF/MR SERVICES

. LONG TERM CARE SERVICES

. MAGNETIC RESONANCE IMAGING (MRI)

. MENTAL HEALTH RESIDENTIAL TREATMENT
. NEONATAL INTENSIVE CARE UNIT

NON-RESIDENTIAL METHADONE TREATMENT CENTERS
OPEN HEART SURGERY

POSITIVE EMISSION TOMOGRAPHY

RADIATION THERAPY/LINEAR ACCELERATOR

. REHABILITATION SERVICES
. SWING BEDS

Not applicable. This project does not add another licensed surgical facility, or

increase licensed surgical capacity, or type of acute care service, within the service area.

B.ILD. DESCRIBE THE NEED TO CHANGE LOCATION OR REPLACE AN
EXISTING FACILITY.

1. Improved Physical Facility--The Wallace Road facility was built to design standards

and State licensure codes in effect in 2005, a decade ago. Since then, design standards

and State codes have changed. They are anticipated to change again when the 2014 AlA

standards are adopted for Tennessee licensure. Replacing the ASTC with a new facility

designed to more modern standards will provide a better patient care environment. For

example:

« The existing facility’s operating rooms are approximately 340 SF in size; the new

facility’s will be 415 SF in size--a 22% increase in floor space.
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« The existing facility has only 14 pre-op and post-op recovery spaces. The new facility
will have 23: 18 pre-op and 5 post-op/recovery stations, for the same surgical room

complement. This will be a 64% increase in stations.

» The new facility will have air changes in the OR’s 15 times a day; the existing facility

has far fewer air changes per day.

« These and other improvements in support spaces will give the new facility an area of

18,100 SF, compared to the current location’s area of 12,958 SF--an increase of 40%.

2. Improved Accessibility for Patients in South Davidson and North Williamson

Counties —There are no multidisciplinary ASTC’s currently in the Brentwood area.
There are some in Davidson County north of Brentwood; and there are some near 1-65 at
the Franklin exit several miles south of this project. But the populous, high-growth
residential and office communities near Brentwood (in both South Davidson and North
Williamson Counties) have no multidisciplinary ambulatory surgery facilities. This
relocation project will provide that option, without increasing the number of licensed

ASTC'’s and surgical rooms in the service area.

3. Lower Costs for Payors -- Hospitals are reimbursed by Medicare (and many other

insurors) at up to 40% more than ASTC’s are reimbursed, for the same procedures.
Moving a large number of TriStar Southern Hills Medical Center’s outpatient cases into

the proposed ASTC facility will provide savings for the health care system.

4. Recapture of Lease Expenditures—-The ASTC is now leasing its building from an

unrelated third party, for substantial annual lease payments of approximately $30,000 per
month. HCA would prefer to “buy rather than rent” the real estate for its ASTC.
Although there will be a lease at the new site, those lease payments will be made to other

HCA subsidiaries, staying within the company.

And if the ASTC remains where it is, and seeks to renew its lease, it will be ata

serious negotiating disadvantage by virtue of being a captive tenant.
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B.ILE. DESCRIBE THE ACQUISITION OF ANY ITEM OF MAJOR MEDICAL
EQUIPMENT (AS DEFINED BY THE AGENCY RULES AND THE STATUTE)
WHICH EXCEEDS A COST OF $1.5 MILLION; AND/OR IS A MAGNETIC
RESONANCE IMAGING SCANNER (MRI), POSITRON EMISSION
TOMOGRAPHY (PET) SCANNER, EXTRACORPOREAL LITHOTRIPTER
AND/OR LINEAR ACCELERATOR BY RESPONDING TO THE FOLLOWING:

1. For fixed site major medical equipment (not replacing existing
equipment):

a. Describe the new equipment, including:
1. Total Cost (As defined by Agency Rule);
2. Expected Useful Life;
3. List of clinical applications to be provided; and
4. Documentation of FDA approval.
b. Provide current and proposed schedule of operations.

2. For mobile major medical equipment:

List all sites that will be served;

. Provide current and/or proposed schedule of operations;
Provide the lease or contract cost;

. Provide the fair market value of the equipment; and
List the owner for the equipment.

a0 T

3. Indicate applicant’s legal interest in equipment (e.g., purchase, lease, etc.)
In the case of equipment purchase, include a quote and/or proposal from an
equipment vendor, or in the case of an equipment lease provide a draft lease
or contract that at least includes the term of the lease and the anticipated

lease payments.

Not applicable. No major medical equipment is included in the project.
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B.III.A. ATTACH A COPY OF THE PLOT PLAN OF THE SITE ON AN 8-12” X
11” SHEET OF WHITE PAPER WHICH MUST INCLUDE:

1. SIZE OF SITE (IN ACRES);

2. LOCATION OF STRUCTURE ON THE SITE;

3. LOCATION OF THE PROPOSED CONSTRUCTION; AND

4. NAMES OF STREETS, ROADS OR HIGHWAYS THAT CROSS OR
BORDER THE SITE.

PLEASE NOTE THAT THE DRAWINGS DO NOT NEED TO BE DRAWN TO
SCALE. PLOT PLANS ARE REQUIRED FOR ALL PROJECTS.

See Attachment B.IIL.A.

B.IILB.l. DESCRIBE THE RELATIONSHIP OF THE SITE TO PUBLIC
TRANSPORTATION ROUTES, IF ANY, AND TO ANY HIGHWAY OR MAJOR
ROAD DEVELOPMENTS IN THE AREA. DESCRIBE THE ACCESSIBILITY
OF THE PROPOSED SITE TO PATIENTS/CLIENTS.

The project’s service area has excellent access to the proposed Brentwood site.
The site is in far south Davidson County, on Old Hickory Boulevard, within yards of Exit
74 on 1-65. Old Hickory is a high-speed, east-west traffic corridor for most of its length,
running across south Davidson County and connecting 1-40, 1-65, and I-24--which are
major interstate corridors that bring travelers toward Nashville from Davidson,
Williamson, and Rutherford Counties. So the project will be well-positioned to continue
to serve residents of these three counties; and it will be very visible to patients arriving on

Old Hickory Boulevard.

Table Five on the next page provides a comparison of drive times between a
dozen communities in these three counties and the current and proposed ASTC sites. The
average distances and drive times at the base of the chart show that the proposed site is

just as accessible to service area communities as is the current site.
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B.IV. ATTACH A FLOOR PLAN DRAWING FOR THE FACILITY WHICH
INCLUDES PATIENT CARE ROOMS (NOTING PRIVATE OR SEMI-
PRIVATE), ANCILLARY AREAS, EQUIPMENT AREAS, ETC.

See attachment B.IV.

IV. FOR A HOME CARE ORGANIZATION, IDENTIFY

EXISTING SERVICE AREA (BY COUNTY);
PROPOSED SERVICE AREA (BY COUNTY);

A PARENT OR PRIMARY SERVICE PROVIDER;
EXISTING BRANCHES AND/OR SUB-UNITS; AND
PROPOSED BRANCHES AND/OR SUBUNITS.

NP N

Not applicable. The application is not for a home care organization.
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C() NEED

C(D.1. DESCRIBE THE RELATIONSHIP OF THIS PROPOSAL TO THE
IMPLEMENTATION OF THE STATE HEALTH PLAN AND TENNESSEE’S
HEALTH: GUIDELINES FOR GROWTH.

A. PLEASE PROVIDE A RESPONSE TO EACH CRITERION AND
STANDARD IN CON CATEGORIES THAT ARE APPLICABLE TO THE
PROPOSED PROJECT. DO NOT PROVIDE RESPONSES TO GENERAL
CRITERIA AND STANDARDS (PAGES 6-9) HERE.

B. APPLICATIONS THAT INCLUDE A CHANGE OF SITE FOR A
HEALTH CARE INSTITUTION, PROVIDE A RESPONSE TO GENERAL
CRITERION AND STANDARDS (4)(a-c).

(Note: The State Health Plan criteria for Ambulatory Surgical Treatment Centers
is not applicable because the project does not propose an additional licensed
facility or additional licensed surgical capacity.)

Project-Specific Review Criteria: Construction, Renovation, Expansion, and
Replacement of Health Care Institutions

1. Any project that includes the addition of beds, services, or medical equipment
will be reviewed under the standards for those specific activities.

Not applicable; none of these changes is being proposed.

2. For relocation or replacement of an existing licensed healthcare institution:

a. The applicant should provide plans which include costs for both
renovation and relocation, demonstrating the strngths and weaknesses of each
alternative.

The applicant has provided detailed cost projections for relocation to a new site.
However, it is not feasible to create a budget or a plan for renovation, for two reasons.
First, renovation would not expand the building footprint, which would be needed to
expand the size of surgical rooms, add pre-op and recovery spaces, and expand other
support spaces to conform to current design and licensure standards. The applicant does
not own the building and can’t compel its expansion. Second, even with a renovation,
staying at this location will force the applicant to continue making large lease payments
to an unrelated third party. One of the primary objectives of this project is to recapture

the lease payments within the applicant’s own organization, i.e., to direct them to another

wholly owned HCA subsidiary company.
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b. The applicant should demonstrate that there is an acceptable existing or
projected future demand for the proposed project.

The applicant is submitting letters of support from surgeons who will perform
cases at the new location. Those commitments, plus the prospect of continued population
growth within a half hour’s drive of the new site, provide reasonable assurance that this
relocation of an existing facility will be feasible and that the caseload projections will be

met.

3. For renovation or expansion of an existing licensed healthcare institution:
a. The applicant should demonstrate that there is an acceptable existing

demand for the proposed project.
b. the applicant should demonstrate that the existing physical plant’s

condition warrants major renovation or expansion.

Not applicable; this is a replacement project and not a renovation or expansion

project.
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The Framework for Tennessee’s Comprehensive State
Health Plan

Five Principles for Achieving Better Health

The following Five Principles for Achieving Better Health serve as the basic framework
for the State Health Plan. After each principle, the applicant states how this CON
application supports the principle, if applicable.

1. Healthy Lives

The purpose of the State Health Plan is to improve the health of Tennesseans.

Every person’s health is the result of the interaction of individual behaviors, society,
the environment, economic factors, and our genetic endowment. The State Health
Plan serves to facilitate the collaboration of organizations and their ideas to help
address health at these many levels.

The project will increase access to multispecialty ambulatory surgical care by
moving resources closer to population growth centers. It will provide a better physical
facility for surgical care than the older facility being replaced. This are positive factors

for healthcare services in the area.

2.  Access to Care

Every citizen should have reasonable access to health care.

Many elements impact one’s access to health care, including existing health status,
employment, income, geography, and culture. The State Health Plan can provide
standards for reasonable access, offer policy direction to improve access, and serve a
coordinating role to expand health care access.

The project is consistent with the State Guidelines for the replacement of acute
care facilities. Re-opening this ASTC for service within one of the State’s highest-
growth communities (Brentwood) expands that community’s options for convenient

access to ambulatory surgery.

3. Economic Efficiencies

The state's health care resources should be developed to address the needs of
Tennesseans while encouraging competitive markets, economic efficiencies and the
continued development of the state's health care system. The State Health Plan should
work to identify opportunities to improve the efficiency of the state’s health care
system and to encourage innovation and competition.

The project will provide an efficient facility for the delivery of care, one which
conforms to current codes and design standards. This will be done without increasing the

total licensed complement of surgical rooms or ASTC’s in the service area.
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4. Quality of Care

Every citizen should have confidence that the quality of health care is continually
monitored and standards are adhered to by health care providers. Health care
providers are held to certain professional standards by the state’s licensure system.
Many health care stakeholders are working to improve their quality of care through
adoption of best practices and data-driven evaluation.

By replacing an older facility with one designed to newer industry and licensure

standards, the project will enhance quality as defined by State Licensure.

5. Health Care Workforce

The state should support the development, recruitment, and retention of a sufficient
and quality health care workforce. The state should consider developing a
comprehensive approach to ensure the existence of a sufficient, qualified health care
workforce, taking into account issues regarding the number of providers at all levels
and in all specialty and focus areas, the number of professionals in teaching
positions, the capacity of medical, nursing, allied health and other educational
institutions, state and federal laws and regulations impacting capacity programs,
and funding.

The project has no apparent net impact on the healthcare workforce.
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C(I).2. DESCRIBE THE RELATIONSHIP OF THIS PROJECT TO THE
APPLICANT’S LONG-RANGE DEVELOPMENT PLANS, IF ANY.

Since the ASTC temporarily suspended performance of ASTC cases in 2008, its
owner (HCA) has been waiting for an opportunity to relocate it to a better building at a
location more accessible to service area patients, one which would recapture lease
payments within the HCA organization of companies. During that time, the hospital has
performed many of its own cases (GI) in the ASTC to free up O.R. time in the main

hospital operating suite.

Now that the facility’s parent company has acquired a suitable HCA-owned site
several miles to the west, within the same service area and satisfactory to its prospective
surgical staff, it is timely to propose the relocation and reopening of these ambulatory

surgery services.
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C(1)3. IDENTIFY THE PROPOSED SERVICE AREA AND JUSTIFY THE
REASONABLENESS OF THAT PROPOSED AREA. SUBMIT A COUNTY-
LEVEL MAP INCLUDING THE STATE OF TENNESSEE CLEARLY MARKED
TO REFLECT THE SERVICE AREA. PLEASE SUBMIT THE MAP ON A 8-
12” X 11” SHEET OF WHITE PAPER MARKED ONLY WITH INK
DETECTABLE BY A STANDARD PHOTOCOPIER (LE., NO HIGHLIGHTERS,
PENCILS, ETC.). :

In its initial cars, the project’s patient origin is expected to reflect the current
The

surgeons who will practice at the relocated facility comprise many of the hospital’s

ambulatory surgery patient origin of TriStar Southern Hills Medical Center.

current surgical staff. Patient origin projections are in Table 6 below. The three primary
service area counties will generate approximately 85% of the cases. No other county is

expected to generate even 3% of the caseloads.

Table Six: Projected Patient Origin of Southern Hills Surgery Center

County Percent of Total Year One Cases Year Two Cases
Davidson 65% 2,061 2,341
Rutherford 12% 381 432
Williamson 8% 254 288

Subtotal PSA 85% 2,696 3.061
Wilson 2% 63 72
Maury 2% 63 72
Other Co. <2% 11% 348 397

Total All Counties 100% 3,170 3,602

A service area map and a map showing the location of the service within the

State of Tennessee are provided as Attachments C, Need--3 at the back of the application.
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C().4.A DESCRIBE THE DEMOGRAPHICS OF THE POPULATION TO BE
SERVED BY THIS PROPOSAL.

Please see Table Seven on the following page. The primary service area (PSA)
population has a younger median age (approximately 35) than the State average age of 38
years. Between this year and 2018, the PSA population is projected by State
demographers to increase by 7.1%, almost twice as fast as the 3.7% rate of increase

forecasted for the State.

The PSA’s elderly age 65+ population is almost 11% of the total population,
much less than the 15% Statewide percentage. By 2018, the PSA and State percentages
of elderly are projected to reach almost 12% and approximately 16%, respectively.
However, the projection is for the PSA’s age 65+ population to increase 17.6% over the

next four years, compared to a 12.3% increase Statewide.

In terms of income, the PSA’s median household income of $64,309 is far above
the State average of $44,140. TennCare enrollment in the PSA is 14.9% of the
population versus 18.8% Statewide. The persons living in poverty in the PSA are 14.9%
of the population, compared to 17.3% Statewide.
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C().4.B. DESCRIBE THE SPECIAL NEEDS OF THE SERVICE AREA
POPULATION, INCLUDING HEALTH DISPARITIES, THE ACCESSIBILITY
TO CONSUMERS, PARTICULARLY THE ELDERLY, WOMEN, RACIAL AND
ETHNIC MINORITIES, AND LOW-INCOME GROUPS. DOCUMENT HOW
THE BUSINESS PLANS OF THE FACILITY WILL TAKE INTO
CONSIDERATION THE SPECIAL NEEDS OF THE SERVICE AREA
POPULATION.

This three-county area of Middle Tennessee is relatively prosperous compared to
the rest of the State, although there are large pockets of lower-income communities,
especially in more rural sectors and inner city sectors of these counties. This project will
be accessible to the above groups. HCA TriStar facilities accept both Medicare and
TennCare patients. The ASTC will serve all of the above groups. It will provide limited
charity care, which is the policy of almost every ASTC in the area, because its positive

operating margin is not large.

Table Eight: Southern Hills Surgery Center
Service to Special Needs Groups

Category Percentage of Gross Revenues, Yr. 1
Medicare Payor Mix 17.3%
Medicaid/TennCare Payor Mix 12.1%
Charity Care Payor Mix 0.5%
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C(I).5. DESCRIBE THE EXISTING OR CERTIFIED SERVICES, INCLUDING
APPROVED BUT UNIMPLEMENTED CON’S, OF SIMILAR INSTITUTIONS IN
THE SERVICE AREA. INCLUDE UTILIZATION AND/OR OCCUPANCY
TRENDS FOR EACH OF THE MOST RECENT THREE YEARS OF DATA
AVAILABLE FOR THIS TYPE OF PROJECT. BE CERTAIN TO LIST EACH
INSTITUTION AND ITS UTILIZATION AND/OR OCCUPANCY
INDIVIDUALLY. INPATIENT BED PROJECTS MUST INCLUDE THE
FOLLOWING DATA: ADMISSIONS OR DISCHARGES, PATIENT DAYS, AND
OCCUPANCY. OTHER PROJECTS SHOULD USE THE MOST
APPROPRIATE MEASURES, E.G., CASES, PROCEDURES, VISITS,
ADMISSIONS, ETC.

Tables Nine A-C following this page list reported 2011-2013 capacity and
caseloads for the PSA ASTC’s that performed cases of types projected for this project.
The applicant has excluded only a few facilities, such as those dedicated to MUA, pain

management, and radiation therapy.

One difficulty for health planning analysis is that the State Joint Annual Reports
do not clearly show case utilization for OR’s and -procedure rooms separately, so the
State Plan’s request for applicants to analyze utilization for each type of room separately

can not be answered at this time.

However, taking all cases in relation to all surgical rooms (whether operating
rooms or procedure rooms), the service area facilities have been averaging approximately
900 cases per surgical room, annually, in the past 3 years. Although the State Plan
“Need” review criteria do not apply to this project, the areawide average utilization of

ambulatory surgical facilities is reasonably consistent with the goal of the State Plan.

30



54

Table Nine-A: Southern Hills Surgery Center
Utilization of Surgery Centers in the Primary Service Area of This Project
2013 Joint Annual Report of ASTC's
Total Cases Per
' Procedure | Surgical Total Surgical
County Facility Name O.R.'s| 'Rooms Rooms Cases Room
Davidson llAmerican Endoscopy Center 1 1 2 690 345
glkssociated Endoscopy 0 3 3 4,438 1,479||
Baptist Ambulatory Surg Center 6 1 7 7,137 1,020
h@gtist Plaza Surgicare 9 1 10 8,094] 809
Centennial Surgery Center 6 2 8 7.214 902
"ggestive_[)isease Endos Center 0 4 4 6,049 1,512
Eye Surg Cntr of Middle TN 2 0 2 1,198 599
I Eye Surg Center of Nashville 1 1 2 4,300 2,150]|
Gurley Surgery Center 0 3 3 284 95|
llLvC Outpatient Surg Center 2 1 3 2,025 675]|
Mid-State Endoscopy Center 0 3 3 2,429 @Il
Nashville Endo Surg Center 0 3 3 2,754 918
Nashville GI Endoscopy Cntr 0 3 3 2,384| 795|
Nashville Surgery Center g 1 6 4,292 715
Nashville Vision Correction 1 0 1 148 148|
itNorthrnge Surgery Center 5 2 7 2,954| %‘I
Premier Orthopaedic Surg Cntr _2* 0 2 2,485 1,24
Saint Thomas Campus Surgicare 6 1 7 7,137 1,020
Saint Thomas OP Neurosurgical Cntr. 2| 1 3 1,779 593
Southern Endoscopy Center 0 3 3| 2895 898l
Southern Hills Surgery Center NR NR NR NR NR
Saint Thomas Med Group Endos Cntr. 0 2 2 3,424 1,712
|{Summit Surgery Center 5 1 6 5474 912
[lurology Surgery Center 3 3 6 5445 908
[IWesley Ophthalmic Plastic Surg Cntr. 2 0 2 905 453
IWilliamson |lCool Springs Surgery Center 5 1 6 7,780 1,297||
"Fﬁnklin Endoscopy Center 2 2 4 2,655 664
IRutherford Mid-State Endoscopy Center 0 2 2 1,632 816
Middle TN Ambulatory Surg Center 6 1 7 6,552 936
Physicians Pavillion Surgery Center 4 1 5 3,032 606||
Surgicare of Murfreesboro Med Clinic 3 3 6 8,521 1,420}
flwilliams Surgery Center 1 0 1 56 56|l
129

— TOTAL PRIMARY SERVICE AREA|
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Table Nine-B: Southern Hills Surgery Center

Utilization of Surgery Centers in the Primary Service Area of This Project

2012 Joint Annual Report of ASTC's

TOTAL PRIMARY SERVICE AREA| _

32

Total Cases Per
Procedure | Surgical Total Surgical
County Facility Name O.R's| Rooms Rooms Cases Room

Davidson lAmerican Endoscopy Center 1 1 2 809 405|
sociated Endoscopy 0 3 3 4,477 1,492
4”Baptist Ambulatory Surg Center 6 1 7 7,443 1,063|
Baptist Plaza Surgicare 9 1 10| 8215 822]
[Centennial Surgery Center 6 2 8 7,491 936|
IDigestive Disease Endos Center 0 4 4 5,863 1,466(
| Eye Surg Cntr of Middle TN 2 0 2 432 216
Eye Surg Center of Nashville 1 1 2 2,631 1,316||

[lGurley Surgery Center 0 3 3 302 101

[lL\VC Outpatient Surg Center 2 1 3 2,077 692

1 Mid-State Endoscopy Center 0l 3 3 2,631 877

Nashville Endo Surg Center 0 3 3 2,655 885
Nashvitle GI Endoscopy Cnir 0 2 2 2,640 1,320}
Nashville Surgery Center 5 1 6 4,126 e8g||
Nashville Vision Correction 1 0 1 166 166|l
ﬂNorthridge Surgery Center 5 2 7 2,863 409)|
Premier Orthopaedic Surg Cntr 2 0 2 2,277 1,139)f
Saint Thomas Campus Surgicare 6 1 7 7,446 1,064 |

Saint Thomas OP Neurosurgical Cntr. 2 1 3 2,530 843

Southern Endoscopy Center 0 3 3 2,762 921

Southern Hills Surgery Center NR NR NR NR NR
Saint Thomas Med Group Endos Chntr. 0 2 2 3,608 1.804“

Summit Surgery Center 5 1 6 5,775 963

[[Urology Surgery Center 3 3 6 6,705 1,118|

[[Wesley Ophthalmic Plastic Surg Cntr. 2 0 2 764 382

illiamson l[Cool Springs Surgery Center 5 1 6] . 7,202 1,2185]
| Franklin Endoscopy Center 0] 2 2 2,530 1,265
|[Rutherford Mid-State Endoscopy Center 0| 2 2 1,125 563||
Middle TN Ambulatory Surg Center 6 1 7 6,490 927, |

[IPhysicians Pavillion Surgery Center 4 1 5 2,864 573|
[|Surgicare of Murfreesboro Med Clinic 3 3 6 7,984 1,331
[iwilliams Surgery Center 1 0 1 65 65|

_126|] 115,038] 913
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33

Table Nine-C: Southern Hills Surgery Center
Utilization of Surgeg Centers in the Primary Service Area of This Project
2011 Joint Annual Report of ASTC's
Total Cases Per
Procedure | Surgical Surgical
County Facility Name O.R.'s| Rooms Rooms Room
Davidson |American Endoscopy Center 1 1 2 301
Associated Endoscopy 0 3 3 5222 1,741
liBaptist Ambulatory Surg Center 6 1 7 7,304 1,043(|
]Ba tist Plaza Surgicare 9 1 10 917]|
Centennial Surgery Center 6 2 8 7,405 926l
<||Qigestive Disease Endos Center 0 4 4 5,845 1,461
Eye Surg Cntr of Middle TN R NR NR NR NR
"Eye Surg Center of Nashville 1 1 2 2,524 1.262"
Gurley Surgery Center 0 3 3 300 100
LVC Outpatient Surg Center 2 1 3 1,902 634
Mid-State Endoscopy Center 0 3 3 | 801
Nashville Endo Surg Center 0 3 3 865||
_Il’Nashville Gl Endoscopy Cntr 0 2 2 1,349
Nashville Surgery Center 5 1 6 693
# Nashville Vision Correction 1 0 1 132
Northridge Surgery Center 4 2 6 534
[Premier Orthopaedic Surg Cntr 2 0 2 1,191
Saint Thomas Campus Surgicare 6| 1 7 1,091
Saint Thomas OP Neurosurgical Cntr. 2 1 3 823
Southern Endoscopy Center 0 3 3 864
Southern Hills Surgery Center R NR NR T_]l
Saint Thomas Med Group Endos Cntr. 0 2 2 1,706
Summit Surgery Center 5 1 6 1,084/l
{lurology Surgery Center 3 3 6 1,268l
[Wesley Ophthalmic Plastic Surg Cntr. 2 0 2 377||
[Williamson lICool Springs Surgery Center 5 1 6 1,084|l
4|Rranklin Endoscopy Center 0 2 2 1,264
filiamson Surgery Center 4 1 5 682
[Rutherford Mid-State Endoscopy Center 0 2 2 67
HMiddle TN Ambulatory Surg Center 6 1 7 895|(
Physicians Pavillion Surgery Center 4 1 5 595
[ISurgicare of Murfreesboro Med Clinic 4 3 1
[[williams Surgery Center : 1 0 1
— TOTAL PRIMARY SERVICE AREA| _ 129]
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C().6. PROVIDE APPLICABLE UTILIZATION AND/OR OCCUPANCY
STATISTICS FOR YOUR INSTITUTION FOR EACH OF THE PAST THREE (3)
YEARS AND THE PROJECTED ANNUAL UTILIZATION FOR EACH OF THE
TWO (2) YEARS FOLLOWING COMPLETION OF THE PROJECT.

ADDITIONALLY, PROVIDE THE DETAILS REGARDING THE
METHODOLOGY USED TO PROJECT UTILIZATION. THE
METHODOLOGY MUST INCLUDE DETAILED CALCULATIONS OR

DOCUMENTATION FROM REFERRAL SOURCES, AND IDENTIFICATION
OF ALL ASSUMPTIONS.

Tables Ten-A and Ten-B below provide the historical utilization of this facility
from CY2006-CY2014, and project utilization through CY2021, the facility’s first five

years of operation at the new site.

In historical Table Ten-A, the data are ASTC cases. The facility operated two
and a half years before suspending surgeries in mid-2008. The 1,390 cases in 2008 were
for approximately a half-year. The 556 cases per room represents utilization for half a

year.

The data for 2011-2014 are hospital GI endoscopy patients (not ASTC patients)
whose cases were scheduled into the vacant capacity at the ASTC facility to free up
hospital-based surgical rooms for other cases. The 2014 cases have been annuatized
based on January-October experience.” These GI en(loscopy cases have been included in
the hospital’s Joint Annual Reports for those years. The ASTC has not filed Joint Annual
Reports for those years.

Table Ten-A: Southern Hills Surgery Center
Historical Utilization
CY2006-CY2014 Annualized

Operating | Procedure Total Cases Per
Year Rooms Rooms Rooms Cases Room

2006 3 2 5 2,587 517
2007 3 2 5 2,519 504
2008 3 2 5 1,390 556

(ASTC Cases Suspended Pending Further Long Range Planning for the Facility)
2011 3 2 5 2,206 441
2012 3 2 5 2,351* 470*
2013 3 2 5 2,429* 486*
2014 3 2 5 2,542* 508*

*Use of the ASTC By TriStar Southern Hills Medical Center for hospital outpatient cases
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Table Ten-B: Southern Hills Surgery Center
Projected Utilization At Proposed New Location
CY2017-CY2020
Operating | Procedure Total Cases Per
Year Rooms Rooms Rooms Cases Room
Yr1-2017 3 2 5 3,170 634
Yr2-2018 3 2 5 3,602 720
Yr3-2019 3 2 5 3,710 742
Yr 4 - 2020 3 2 5 3,821 764
Yr 5 -2021 3 2 5 3,936 787

Year One projections were made by HCA on the basis of physician inferviews
with Southern Hills administration and HCA Surgery Center Division staff. For Year
Two a 13.6% increase was projected as physician activity ramps up; for subsequent

years, an annual caseload increase of 3% was projected.

Table Ten-C below is the HCA Surgery Center Division’s projection of Years

One and Two cases by medical specialty.

Table Ten-C: Southern Hills Surgery Center
Projected Utilization in Years One and Two By Specialty
Surgical Specialty Year One (CY 2017) Year Two (CY 2018)
Otolaryngology (ENT) 370 420
General Surgery 282 320
Gastroenterology (Endo) 1,584 1,800
Gynecology 88 100
Podiatry 327 372
Urology 105 120
Neurology/Spine 264 300
Other 150 170
Totals 3,170 3,602

All of the projected Year One cases are expected to be moved to the ASTC from
TriStar Southern Hills Medical Center, where they are now being performed as hospital
outpatient surgeries. None of the projected cases depend on speculation about recruiting
additional surgeons not currently on staff at Southern Hills; although this could occur by

the time the relocated facility is completed.
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C(n1. PROVIDE THE COST OF THE PROJECT BY COMPLETING THE
PROJECT COSTS CHART ON THE FOLLOWING PAGE. JUSTIFY THE
COST OF THE PROJECT.

« ALL PROJECTS SHOULD HAVE A PROJECT COST OF AT LEAST
$3,000 ON LINE F (MINIMUM CON FILING FEE). CON FILING FEE SHOULD
BE CALCULATED ON LINE D.

« THE COST OF ANY LEASE (BUILDING, LAND, AND/OR
EQUIPMENT) SHOULD BE BASED ON FAIR MARKET VALUE OR THE
TOTAL AMOUNT OF THE LEASE PAYMENTS OVER THE INITIAL TERM
OF THE LEASE, WHICHEVER IS GREATER. NOTE: THIS APPLIES TO ALL
EQUIPMENT LEASES INCLUDING BY PROCEDURE OR “PER CLICK”
ARRANGEMENTS. THE METHODOLOGY USED TO DETERMINE THE
TOTAL LEASE COST FOR A “PER CLICK” ARRANGEMENT MUST
INCLUDE, AT A MINIMUM, THE PROJECTED PROCEDURES, THE “PER
CLICK” RATE AND THE TERM OF THE LEASE.

« THE COST FOR FIXED AND MOVEABLE EQUIPMENT INCLUDES,
BUT IS NOT NECESSARILY LIMITED TO, MAINTENANCE AGREEMENTS
COVERING THE EXPECTED USEFUL LIFE OF THE EQUIPMENT;
FEDERAL, STATE, AND LOCAL TAXES AND OTHER GOVERNMENT
ASSESSMENTS; AND INSTALLATION CHARGES, EXCLUDING CAPITAL
EXPENDITURES FOR PHYSICAL PLANT RENOVATION OR IN-WALL
SHIELDING, WHICH SHOULD BE INCLUDED UNDER CONSTRUCTION
COSTS OR INCORPORATED IN A FACILITY LEASE.

. FOR PROJECTS THAT INCLUDE NEW CONSTRUCTION,
MODIFICATION, AND/OR RENOVATION; DOCUMENTATION MUST BE
PROVIDED FROM A CONTRACTOR AND/OR ARCHITECT THAT SUPPORT
THE ESTIMATED CONSTRUCTION COSTS.

The architect’s letter supporting the construction cost estimate is provided in

Attachment C, Economic Feasibility--1.

On the Project Costs Chart, following this response, all costs were estimated by
the Surgery Center Division of HCA, which has been assisting TriStar Southern Hills
Medical Center plan a replacement facility for this ASTC. In making cost estimates the

project architect was continuously involved.

Lines A.3 and A.4, site acquisition and improvement costs, are zero because the

lessor and not the CON applicant is providing the site. The applicant is building out
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shelled space for the project and the applicant’s costs are in Sections A and C of the

Chart.

Line B.2 is the fair market value of the facility being leased, calculated in the two
alternative ways required by staff rules. The building value outlay was the larger of these
two alternative calculations and was used in the Project Cost Chart. Please see the

following page for calculation of the building value and lease outlay.

Line B.3 is the allocated value of 3.5 acres of an undivided tract of 14 acres
within the larger 53-acre site acquired by Southpoint, LLC for future development. The
14 acres were valued by an appraiser in 2013 at $9,583,200. Allowing fora year’s
increase in value, the applicant estimated its current value at $10,000,000. Then the 3.5
acre site of the ASTC was valued using the following calculation:

3.5 acres / 14 acres X $10,000,000 = $2,500,000
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Alternative A: Lease Outlay

$507,052 annual lease cost X 10 years in first lease term, with a 3% annual

escalator after Year One, equals a lease outlay of $5,812,783 during the first lease term.

Alternative B: Building and Land Valuation

Estimated project costs, all of which will provided by the lessor = $5,575,220 for
the building (see table below) and $2,500,000 allocated cost of the site, for a total of
8,075,220. Building expenditures are itemized below, using the CON form's cost

$8.,075,

categories. The land value is on line B.3 of the Project Cost Chart.

Lessor's Costs of Developing the Shelled Building for the Lessee/CON Applicant

A. Construction & Equipment Purchased

1. A&E Fees $377,524
2. Legal, Administrative, Development Fees $50,000
3. Acquisition of Site

4. Preparation of Site $1,750,000
5. Construction Cost $2.,444.715
6. Contingency $419,472
7. Fixed Equipment 0
8. Moveable Equipment 0
9. Other (IT, telecomm., misc.) $304,315
B. Acquisition by Gift, Donation, or Lease

1. Facility (Building+Land) 0
2. Building Only 0
3. Land Only 0
4. Equipment (Specify) 0
5. Other (Specify) 0
C. Financing Costs & Fees

1. Interim Interest $229,194
2. Underwriting Costs 0
3. Reserve for 1 Yr Debt Service 0
4. Other (Specify) 0
D. Estimated Project Cost (A+B+C) $5,575,220
E. CON Filing Fee NA
F. Total Estimated Project Cost (D+E) $5,575,220
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PROJECT COSTS CHART—SOUTHERN HILLS SURGERY CENTER

Construction and equipment acquired by purchase:

1. Architectural and Engineering Fees $ 366,707

2. Legal, Administrative, Consultant Fees (Excl CON Filing) 50,000

3. Acquisition of Site 0

4. Preparation of Site 0

5. Construction Cost 4,074,525

6. Contingency Fund 407,453

7. Fixed Equipment (Not included in Construction Contract) 3,394,851

8. Moveable Equipment (List all equipment over $50,000)

9. Other (Specify) Misc. fees, testing, cabling 345,108

Information Systems / Telecommunication 225,000

Acquisition by gift, donation, or lease:

1. Facility (inclusive of building and land)

2. Building only 5,575,220

3. Land only 2,500,000

4, Equipment (Specify)

5. Other (Specify)

Financing Costs and Fees:

1. Interim Financing 380,001

2. Underwriting Costs

3. Reserve for One Year's Debt Service

4. Other (Specify)

Estimated Project Cost

(A+B+C) 17,318,865

CON Filing Fee 38,967

Total Estimated Project Cost (D+E) TOTAL $ 17,357,832
Actual Capital Cost 9,282,612
Section B FMV 8,075,220
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C(1I).2. IDENTIFY THE FUNDING SOURCES FOR THIS PROJECT.

a. PLEASE CHECK THE APPLICABLE ITEM(S) BELOW AND BRIEFLY
SUMMARIZE HOW THE PROJECT WILL BE FINANCED.
(DOCUMENTATION FOR THE TYPE OF FUNDING MUST BE INSERTED AT
THE END OF THE APPLICATION, IN THE CORRECT ALPHANUMERIC
ORDER AND IDENTIFIED AS ATTACHMENT C, ECONOMIC FEASIBILITY--
2).

A. Commercial Loan--Letter from lending institution or guarantor stating
favorable initial contact, proposed loan amount, expected interest rates, anticipated
term of the loan, and any restrictions or conditions;

B. Tax-Exempt Bonds--copy of preliminary resolution or a letter from the
issuing authority, stating favorable contact and a conditional agreement from an
underwriter or investment banker to proceed with the issuance;

C. General Obligation Bonds--Copy of resolution from issuing authority or
minutes from the appropriate meeting;

D. Grants--Notification of Intent form for grant application or notice of grant
award;

_x__E. Cash Reserves--Appropriate documentation from Chief Financial
Officer; or

F. Other--Identify and document funding from all sources.

All of the funds required to implement the project will be provided in the form of
a cash transfer from HCA Holdings, Inc., through its Division office, TriStar Health
System. The financial statements of HCA Holdings, Inc. are provided in the Attachments

to the application.
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C(II).3. DISCUSS AND DOCUMENT THE REASONABLENESS OF THE
PROPOSED PROJECT COSTS. IF APPLICABLE, COMPARE THE COST PER
SQUARE FOOT OF CONSTRUCTION TO SIMILAR PROJECTS RECENTLY
APPROVED BY THE HSDA.

The justification of costs was provided in an earlier section, which is repeated

here:

ASTC construction projects approved by the HSDA in 2011-2013 had the

following construction costs per SF:

Table Three: Ambulatory Surgery Center Construction Cost PSF
Years: 2011-2013

Renovated New Total
Construction Construction Construction
1" Quartile $95.04/sq ft | $174.88/sq ft $113.55/sq ft
Median $113.55/sq ft | $223.62/sq ft $162.00/sq ft
3™ Quartile $150.00/sq ft | $269.76/sq ft $223.62/sq ft

Source: CON approved applications for years 2011 through 2013

This project’s estimated construction cost in CY2013 is approximately $360 PSF
overall, combining the cost of the lessor/developer for the shell building, and the cost of

the CON applicant/lessee for finishing out the shell building as an ASTC.

Table Four: This Project’s Construction Costs

Shell Construction Build-out by
by Lessor Applicant/Lessee Total Project
Square Feet 18,109 SF 18,109 SF 18,109 SF
Construction Cost $2,444,715 $4,074,525 $6,519,240
Constr. Cost PSF $135 $225 $360
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C(I1).4. COMPLETE HISTORICAL AND PROJECTED DATA CHARTS ON
THE FOLLOWING TWO PAGES-DO NOT MODIFY THE CHARTS
PROVIDED OR SUBMIT CHART SUBSTITUTIONS. HISTORICAL DATA
CHART REPRESENTS REVENUE AND EXPENSE INFORMATION FOR THE
LAST THREE (3) YEARS FOR WHICH COMPLETE DATA IS AVAILABLE
FOR THE INSTITUTION. PROJECTED DATA CHART REQUESTS
INFORMATION FOR THE TWO YEARS FOLLOWING COMPLETION OF
THIS PROPOSAL. PROJECTED DATA CHART SHOULD INCLUDE
REVENUE AND EXPENSE PROJECTIONS FOR THE PROPOSAL ONLY (LE.,
IF THE APPLICATION IS FOR ADDITIONAL BEDS, INCLUDE
ANTICIPATED REVENUE FROM THE PROPOSED BEDS ONLY, NOT FROM
ALL BEDS IN THE FACILITY).

The Southern Hills Surgery Center has suspended surgical services, but retained
its license, since 2008. Its Historical Data Chart for the years 2006-2008 is so outdated

that it would likely be meaningless to the CON review process.

A Projected Data Chart for the project is provided following this page.
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HISTORICAL DATA CHART FOR CY2007 — SOUTHERN HILLS SURGERY CENTER

Give information for the last three (3) years for which complete data are available for the facility or agency.

The fiscal year begins in January.

Year 2007
Cases 2,519
A.  Utilization Data
B. Revenue from Services to Patients
1. Inpatient Services $ 12,590,620
2 Outpatient Services
3. Emergency Services 14
4 Other Operating Revenue
(Specify)  See notes page
Gross Operating Revenue  $ $ 12,590,634
C. Deductions for Operating Revenue
1.  Contractual Adjustments $ 10,146,213
2.  Provision for Charity Care
3.  Provisions for Bad Debt. 111,212
Total Deductions $ $ 10,257,425
NET OPERATING REVENUE $ $ 2,333,209
D. Operating Expenses
1.  Salaries and Wages $ 1,104,011
2. Physicians Salaries and Wages
3.  Supplies 510,899
4. Taxes 104,055
5. Depreciation 433,999
6. Rent 287,371
7. Interest, other than Capital
8. Management Fees
a. Fees to Affiliates 120,000
b. Fees to Non-Affiliates
9.  Other Expenses (Specify) See notes page 345,570
Total Operating Expenses $ 2,905,905
E. Other Revenue (Expenses) -- Net (Specify) $ $
NET OPERATING INCOME (LOSS) $ $ (572,696)
F.  Capital Expenditures
1.  Retirement of Principal $ $
2. Interest 200,949
Total Capital Expenditures $ $ 200,949
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES $ $ (773,645)

Supplemental
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NOTES TO HISTORIC DATA CHART

Line D9, Other Expenses:

Category of Expense Cy2007

Contract Services $124,418
Repairs / Maintenance $65,589
Utilities $90,425
Insurance $13,189
Misc. Expenses $51,949
TOTAL . $345,570

Supplemental
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PROJECTED DATA CHART-- SOUTHERN HILLS SURGERY CENTER

Give information for the two (2) years following the completion of this proposal.

hoks
iy

The fiscal year begins in January. Year One Year Two
CY 2017 CY 2018
Utilization Data Cases 3,170 3,602
B. Revenue from Services to Patients
1. Inpatient Services $ $
2 Outpatient Services 28,043,009 32,345,061
3. Emergency Services
4 Other Operating Revenue (Specify) See notes page
Gross Operating Revenue $ 28,043,009 $ 32,345,061
C. ' Deductions for Operating Revenue
1.  Contractual Adjustments $ 23,438,832 $ 27,034,561
2. Provision for Charity Care $ 140,215 $ 161,725
3.  Provisions for Bad Debt $ 89,279 $ 102,975
Total Deductions $ 23,668,326 $ 27,299,262
NET OPERATING REVENUE $ 4,374,683 $ 5,045,799
D. Operating Expenses
1.  Salaries and Wages and Benefits $ 1,247,760 $ 1,450,304
2. Physicians Salaries and Wages $ 0% 0
3.  Supplies $ 769,409 $ 909,301
4. Taxes (Income Taxes) $ 172,998 $ 260,324
5. Depreciation $ 455,606 $ 468,106
6. Rent $ 507,052 $ 522,264
7. Interest, other than Capital $ 03 0]
8. Management Fees
a. Fees to Affiliates $ 218,734 $ 252,290
b. Fees to Non-Affiliates $ 0 $ 0
9. Other Expenses (Specify) See notes page $ 586,798 $ 641,435
Dues, Utilities, Insurance, and Prop Taxes, Repairs/Maintence, Contract Srvcs, Other
Total Operating Expenses $ 3,958,357 $ 4,504,023
E. Other Revenue (Expenses) - Net (Specify) $ 093 0
NET OPERATING INCOME (LLOSS) $ 416,326 $ 541,776
F.  Capital Expenditures
1. Retirement of Principal $ 154,060 $ 165,197
2. Interest 145,740 134,603
Total Capital Expenditures $ 299,800 $ 299,800
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES $ 116,527 $ 241,976
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NOTES TO PROJECTED DATA CHART

Line D8, Other Expenses:

Category of Expense CY2017 CY2018
Professional Fees $12,000 $12,000
Contract Services $89,279 $102,975
Repairs/Maintenance $98,207 $113,273
Property Taxes $103,653 $110,309
Insurance $14,264 $16,695
Utilities $172,579 $177,756
Equipment Leases $12,000 $12,600
Other $84.815 $95.827
TOTAL $586,798 $641,435
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C(I).5. PLEASE IDENTIFY THE PROJECT’S AVERAGE GROSS CHARGE,
AVERAGE DEDUCTION FROM OPERATING REVENUE, AND AVERAGE
NET CHARGE.

Table Eleven: Average Charges, Deductions, and Net Charges

CY2017 CY2018

Cases 3,170 3,602
Average Gross Charge Per Case $8,847 $8,980
Average Deduction Per Case $7,467 $7,579
Average Net Charge (Net Operating Revenue)

Per Case $1,380 $1,401
Average Net Operating Income Per Case

After Expenses $131 $150

C({D.6.A. PLEASE PROVIDE THE CURRENT AND PROPOSED CHARGE
SCHEDULES FOR THE PROPOSAL. DISCUSS ANY ADJUSTMENT TO
CURRENT CHARGES THAT WILL RESULT FROM THE IMPLEMENTATION
OF THE PROPOSAL. ADDITIONALLY, DESCRIBE THE ANTICIPATED
REVENUE FROM THE PROPOSED PROJECT AND THE IMPACT ON
EXISTING PATIENT CHARGES.

There are no current charges at this facility, which has suspended operation for
several years pending a decision on relocation to a new site. Projected charges per case

are shown in Table Eleven immediately above.

The most significant impact of the project is that the cost of services to payors
(reimbursement to the ASTC) will decline significantly for Medicare cases and for many
other insurors who follow Medicare’s pricing policies. ASTC reimbursement for
surgeries of many types can be 40% lower than hospital reimbursement for the same

types of cases.

45




71

C(II).6.B. COMPARE THE PROPOSED CHARGES TO THOSE OF SIMILAR
FACILITIES IN THE SERVICE AREA/ADJOINING SERVICE AREAS, OR TO
PROPOSED CHARGES OF PROJECTS RECENTLY APPROVED BY THE
HSDA. IF APPLICABLE, COMPARE THE PROJECTED CHARGES OF THE
PROJECT TO THE CURRENT MEDICARE ALLOWABLE FEE SCHEDULE
BY COMMON PROCEDURE TERMINOLOGY (CPT) CODE(S).

The projected average gross charge for this project is comparable to the average
gross charges for multispecialty ASTC’s operating in the primary service area. Table
Eleven-A below shows several such facilities’ average gross charges per case, as reported
in their most recent 2013 Joint Annual Reports. However, this data is not highly useful,
because it is not adjusted for case mix and the comparison is between 2013 charges and

this project’s charges in CY2017.

Table Eleven-A--Southern Hills Surgery Center
Comparison of CY2017 Charge Per Case to
CY2013 Charge per Case At Other Area ASTC Facilities

2013 Average
2013 2013 Gross Charge .
ASTC Facility Gross Charges Cases Per Case

Nashville Surgery Center $44,106,887 4,292 $10,277
Saint Thomas Campus Surgicare $53,406,803 7,137 $7,483
Summit Surgery Center $69,034,425 5,474 $12,611
Baptist Plaza Surgicare $70,267,656 8,094 $8.681
Surgicenter of Murf’sboro Med C. $11,228,679 8,521 $1,318
Physicians Pavilion Surgery Center $23,489,720 3,032 $7,477
This Project: Southern Hills

Surgery Center (in CY2017) $28,043,009 3,170 $8,847

The following page contains Table Eleven-B, showing the most frequent
procedures to be performed, with their current Medicare reimbursement, and their

projected Years One and Two utilization and average gross charges.




Table Eleven-B: Southern Hills Surgery Center

Charge Data for Most Freq

tly Performed Procedures—

SPECIALTY: GI _
Average Gross Charge
Current
Medicare
CPT Descriptor Allowable | Current Year 1 Year 2
45385]LESION REMOVAL COLONOSCOPY $407.05 $9,597 $9,789 $9,985
43239|EGD BIOPSY SINGLE/MULTIPLE $370.38] $7,220 $7,364 $7,512
45380JCOLONOSCOPY AND BIOPSY $407.05 $7,173 $7.316 $7,463
45378|DIAGNOSTIC COLONOSCOPY $407.05 $4,133 $4,216 $4,300
43235]EGD DIAGNOSTIC BRUSH WASH $370.38 $5,259 $5,364 $5,471
SPECIALTY: Podiatry
Average Gross Charge
Current
Medicare
CPT Descriptor Allowable | Current Year 1 Year 2
28285 |REPAIR OF HAMMERTOE $930.14] $17,775 $18,131 $17,775
28080 IREMOVAL OF FOOT LESION $930.14 $7,343 $7,490 $7,343
28296 ICORRECF ION OF BUNION $1,444.10] $10,964 $11,183 $10,964
28825 [PARTIAL AMPUTATION OF TOE $930.14 $5,194 $5,298 $5,194
28290 [CORRECTION OF BUNION $1,444.10] $10,910 $11,128 $10,910
SPECIALTY: ENT — =
Average Gross Charge
Current
Medicare
CPT Descriptor Allowable | Current Year 1 Year 2
42820 |REMOVE TONSILS AND ADENOIDS $1,027.11 $6,403 $6,531 $6,662
69436 |CREATE EARDRUM OPENING $672.75| $10,968 $11,187 $11.411
30520 |REPAIR OF NASAL SEPTUM $1,027.11] $13,714 $13,988 $14,268
42826 |REMOVAL OF TONSILS $1,027.11 $4,797 $4,893 $4,991
42821 |REMOVE TONSILS AND ADENOIDS $1,027.11 $6,050 $6,171 $6,294
SPECIALTY: GENERAL
Average Gross Charge_
Current
Medicare
CPT Descriptor Allowable | Current Year 1 Year 2
11042 |DEB SUBQ TISSUE 20 5Q CM/< $151.81 10,145 10,348 10,555
47562 |LAPAROSCOPIC CHOLECYSTECTOMY $2,015.50 14,051 14,332 14,619
11043 |DEB MUSC/FASCIA 20 SQ. CM/< $151.81 5,231 5,336 5,442
47563 |LAPARO CHOLECYSTECTOMY/GRAPH $2,015.50 14,508 14,798 15,094
49505 |PRP I/HERN INIT REDUC >5 YR $1,436.09} 7,681 7,835 7,991
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C(N.7. DISCUSS HOW PROJECTED UTILIZATION RATES WILL BE
SUFFICIENT TO MAINTAIN COST-EFFECTIVENESS.

The utilization of the facility will generate a positive cash flow in both Years One
and Two, and is projected to operate with a modest positive margin as defined by the

Projected Data Chart.

C(D.8. DISCUSS HOW FINANCIAL VIABILITY WILL BE ENSURED WITHIN
TWO YEARS; AND DEMONSTRATE THE AVAILABILITY OF SUFFICIENT
CASH FLOW UNTIL FINANCIAL VIABILITY IS MAINTAINED.

The utilization of the facility will generate a positive cash flow in both Years One

and Two.

C(@dD.9. DISCUSS THE PROJECT’S PARTICIPATION IN STATE AND
FEDERAL REVENUE PROGRAMS, INCLUDING A DESCRIPTION OF THE
EXTENT TO WHICH MEDICARE, TENNCARE/MEDICAID, AND
MEDICALLY INDIGENT PATIENTS WILL BE SERVED BY THE PROJECT.
IN ADDITION, REPORT THE ESTIMATED DOLLAR AMOUNT OF REVENUE
AND PERCENTAGE OF TOTAL PROJECT REVENUE ANTICIPATED FROM
EACH OF TENNCARE, MEDICARE, OR OTHER STATE AND FEDERAL
SOURCES FOR THE PROPOSAL’S FIRST YEAR OF OPERATION.

In Year One (CY2017) Approximately 17% of gross revenues will be billed to
Medicare; approximately 12% will be billed to TennCare/Medicaid. Indigent care is

projected at 0.5% of gross revenues.

Table Twelve: Southern Hills Surgery Center
Projected Medicare and TennCare/Medicaid Revenues, Year One

Medicare TennCare/Medicaid
Gross Revenue $4,851,441 $3,393,204
Percent of Gross Revenue 17.3% 12.1%
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C(II).10. PROVIDE COPIES OF THE BALANCE SHEET AND INCOME
STATEMENT FROM THE MOST RECENT REPORTING PERIOD OF THE
INSTITUTION, AND THE MOST RECENT AUDITED FINANCIAL
STATEMENTS WITH ACCOMPANYING NOTES, IF- APPLICABLE. FOR
NEW PROJECTS, PROVIDE FINANCIAL INFORMATION FOR THE
CORPORATION, PARTNERSHIP, OR PRINCIPAL PARTIES INVOLVED
WITH THE PROJECT. COPIES MUST BE INSERTED AT THE END OF THE
APPLICATION, IN THE CORRECT ALPHANUMERIC ORDER AND
LABELED AS ATTACHMENT C, ECONOMIC FEASIBILITY--10.

The income statement and balance sheet for the funding entity, HCA Holdings,
Inc., are provided as Attachment C, Economic Feasibility--10.

C(I)11. DESCRIBE ALL ALTERNATIVES TO THIS PROJECT WHICH WERE
CONSIDERED AND DISCUSS THE ADVANTAGES AND DISADVANTAGES
OF EACH ALTERNATIVE, INCLUDING BUT NOT LIMITED TO:

A. A DISCUSSSION REGARDING THE AVAILABILITY OF LESS COSTLY,
MORE EFFECTIVE, AND/OR MORE EFFICIENT ALTERNATIVE METHODS
OF PROVIDING THE BENEFITS INTENDED BY THE PROPOSAL. IF
DEVELOPMENT OF SUCH ALTERNATIVES IS NOT PRACTICABLE, THE
APPLICANT SHOULD JUSTIFY WHY NOT, INCLUDING REASONS AS TO
WHY THEY WERE REJECTED.

B. THE APPLICANT SHOULD DOCUMENT THAT CONSIDERATION HAS
BEEN GIVEN TO ALTERNATIVES TO NEW CONSTRUCTION, E.G,
MODERNIZATION OR SHARING ARRANGEMENTS. IT SHOULD BE
DOCUMENTED THAT SUPERIOR ALTERNATIVES HAVE BEEN
IMPLEMENTED TO THE MAXIMUM EXTENT PRACTICABLE.

As stated in previous sections, the applicant needs larger space conforming to the
most current licensing codes and operational design standards; and the applicant needs to
reduce its lease payments to unrelated third parties. The lessee cannot obtain 40% larger
space in its present building, and it is highly unlikely that lease payments will be lowered
in the future. So the alternative of staying in place is not a feasible option; relocation is
necessary. The applicant is choosing to enter new building space to be developed by a
sister HCA company, so that future lease payments will be recaptured by an HCA
subsidiary. The site chosen is the best option because it is readily available from an
affiliated company, provides equal or better access to the service area, and is favored by

the medical staff.
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C(IID).1. LIST ALL EXISTING HEALTH CARE PROVIDERS (LE,
HOSPITALS, NURSING HOMES, HOME CARE ORGANIZATIONS, ETC.)
MANAGED CARE ORGANIZATIONS, ALLIANCES, AND/OR NETWORKS
WITH WHICH THE APPLICANT CURRENTLY HAS OR PLANS TO HAVE
CONTRACTUAL AND/OR WORKING RELATIONSHIPS, E.G., TRANSFER
AGREEMENTS, CONTRACTUAL AGREEMENTS FOR HEALTH SERVICES.

Southern Hills Surgery Center is, and will remain, affiliated with HCA Health
Services of Tennessee, the HCA Division office responsible for operations of HCA’s
Tennessee hospitals and surgery centers. It will remain specifically affiliated with

TriStar Southern Hills Medical Center, with whom it will share surgical staff. /

C(II).2. DESCRIBE THE POSITIVE AND/OR NEGATIVE EFFECTS OF THE
PROPOSAL ON THE HEALTH CARE SYSTEM. PLEASE BE SURE TO
DISCUSS ANY INSTANCES OF DUPLICATION OR COMPETITION ARISING
FROM YOUR PROPOSAL, INCLUDING A DESCRIPTION OF THE EFFECT
THE PROPOSAL WILL HAVE ON THE UTILIZATION RATES OF EXISTING
PROVIDERS IN THE SERVICE AREA OF THE PROJECT.

The project will place a new ambulatory care resource in a large and rapidly
growing community (Brentwood/South Davidson County, a sector currently without a
" multispecialty ambulatory surgery center option. Moving several thousand annual cases
from a hospital setting to an ASTC setting will lower the reimbursement costs paid by
insurors, because ASTC reimbursement is much lower than hospital reimbursement for
most Medicare procedures, and for many commercial insurors as well. As a surgery
center, this facility will also be able to serve Blue Cross “S” Plan patients, a patient group
that Blue Cross will not contract with HCA hospitals to serve. That improved
accessibility will enlarge the pool of patients that Southern Hills’ surgeons can serve in
their preferred location. However, most of the ASTC’s utilization is projected to come
directly out of TriStar Southern Hills Medical Center’s own surgical suites; so other

facilities should not be significantly adversely impacted.
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CdIN.3. PROVIDE THE CURRENT AND/OR ANTICIPATED STAFFING
PATTERN FOR ALL EMPLOYEES PROVIDING PATIENT CARE FOR THE
PROJECT. THIS CAN BE REPORTED USING FTE’S FOR THESE
POSITIONS. IN ADDITION, PLEASE COMPARE THE CLINICAL STAFF
SALARIES IN THE PROPOSAL TO PREVAILING WAGE PATTERNS IN THE
SERVICE AREA AS PUBLISHED BY THE TENNESSEE DEPARTMENT OF
LABOR & WORKFORCE DEVELOPMENT AND/OR OTHER DOCUMENTED

SOURCES.

Please see the following page for Table Fourteen, projecting staffing and salary

ranges for the relocated facility.

The Department of Labor and Workforce Development website indicates the
following annual salary survey information about compensation for clinical employees of

facilities in the greater Nashville area.

Table Thirteen: TDOL Surveyed Average Hourly Salaries for the Region

Position Entry Level Mean Median Experienced
RN $44.331 $59,109 $58,992 $65,441
Surgical Tech $34,464 $43,085 $41,084 $49,542
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C(IIN.4. DISCUSS THE AVAILABILITY OF AND ACCESSIBILITY TO
HUMAN RESOURCES REQUIRED BY THE PROPOSAL, INCLUDING
ADEQUATE PROFESSIONAL STAFF, AS PER THE DEPARTMENT OF
HEALTH, THE DEPARTMENT OF MENTAL HEALTH AND
DEVELOPMENTAL DISABILITIES, AND/OR THE DIVISION OF MENTAL
RETARDATION SERVICES LICENSING REQUIREMENTS.

The applicant, its affiliated HCA companies, and TriStar Southern Hills Medical
Center are familiar with ASTC staffing requirements of the TDH Licensure program.
There are few clinical staff needed to implement the project--approximately sixteen
nursing and surgical tech FTE’s. It is anticipated that most will be transferred to the
relocated ASTC from the hospital’s own staff, since most of the projected cases will

come from the hospital.

C(ID).s. VERIFY THAT THE APPLICANT HAS REVIEWED AND
UNDERSTANDS THE LICENSING CERTIFICATION AS REQUIRED BY THE
STATE OF TENNESSEE FOR MEDICAL/CLINICAL STAFF. THESE
INCLUDE, WITHOUT LIMITATION, REGULATIONS CONCERNING
PHYSICIAN SUPERVISION, CREDENTIALING, ADMISSIONS PRIVILEGES,
QUALITY ASSURANCE POLICIES AND PROGRAMS, UTILIZATION
REVIEW PPOLICIES AND PROGRAMS, RECORD KEEPING, AND STAFF
EDUCATION.

The applicant so verifies.

C(ID).6. DISCUSS YOUR HEALTH CARE INSTITUTION’S PARTICIPATION
IN THE TRAINING OF STUDENTS IN THE AREAS OF MEDICINE, NURSING,
SOCIAL WORK, ETC. (LE., INTERNSHIPS, RESIDENCIES, ETC.).

Southern Hills Surgery Center is not currently involved in the training of students

in the healthcare professions.
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C(IN).7(a). PLEASE VERIFY, AS APPLICABLE, THAT THE APPLICANT
HAS REVIEWED AND UNDERSTANDS THE LICENSURE REQUIREMENTS
OF THE DEPARTMENT OF HEALTH, THE DEPARTMENT OF MENTAL
HEALTH AND DEVELOPMENTAL DISABILITIES, THE DIVISION OF
MENTAL RETARDATION SERVICES, AND/OR ANY APPLICABLE
MEDICARE REQUIREMENTS.

The applicant so verifies.

C(ID.7(b). PROVIDE THE NAME OF THE ENTITY FROM WHICH THE
APPLICANT HAS RECEIVED OR WILL RECEIVE LICENSURE,
CERTIFICATION, AND/OR ACCREDITATION

LICENSURE: Board for Licensure of Healthcare Facilities
Tennessee Department of Health

CERTIFICATION: Medicare Certification from CMS
TennCare Certification from TDH

ACCREDITATION: AAAHC

C(ID.7(c). IF AN EXISTING INSTITUTION, PLEASE DESCRIBE THE
CURRENT STANDING WITH ANY LICENSING, CERTIFYING, OR
ACCREDITING AGENCY OR AGENCY.

The applicant is currently licensed by the Board for Licensing Health Care
Facilities, and is certified for participation in Medicare and Medicaid/TennCare. It was

fully accredited by AAAHC (Accreditation Association for Ambulatory Health Care).
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C(II).7(d). FOR EXISTING LICENSED PROVIDERS, DOCUMENT THAT ALL
DEFICIENCIES (IF ANY) CITED IN THE LAST LICENSURE
CERTIFICATION AND INSPECTION HAVE BEEN ADDRESSED THROUGH
AN APPROVED PLAN OF CORRECTION. PLEASE INCLUDE A COPY OF
THE MOST RECENT LICENSURE/CERTIFICATION INSPECTION WITH AN
APPROVED PLAN OF CORRECTION.

They have been addressed. A copy of the most recent licensure inspection and
plan of correction, and/or the most recent accreditation inspection, are provided in

Attachment C, Orderly Development--7(C).

C(ID8. DOCUMENT AND EXPLAIN ANY FINAL ORDERS OR JUDGMENTS
ENTERED IN ANY STATE OR COUNTRY BY A LICENSING AGENCY OR
COURT AGAINST PROFESSIONAL LICENSES HELD BY THE APPLICANT
OR ANY ENTITIES OR PERSONS WITH MORE THAN A 5% OWNERSHIP
INTEREST IN THE APPLICANT. SUCH INFORMATION IS TO BE
PROVIDED FOR LICENSES REGARDLESS OF WHETHER SUCH LICENSE IS
CURRENTLY HELD.

{

None.

C(ID9. IDENTIFY AND EXPLAIN ANY FINAL CIVIL OR CRIMINAL
JUDGMENTS FOR FRAUD OR THEFT AGAINST ANY PERSON OR ENTITY
WITH MORE THAN A 5% OWNERSHIP INTEREST IN THE PROJECT.

None.

C(ID10. IF THE PROPOSAL IS APPROVED, PLEASE DISCUSS WHETHER
THE APPLICANT WILL PROVIDE THE THSDA AND/OR THE REVIEWING
AGENCY INFORMATION CONCERNING THE NUMBER OF PATIENTS
TREATED, THE NUMBER AND TYPE OF PROCEDURES PERFORMED, AND
OTHER DATA AS REQUIRED.

Yes. The applicant will provide the requested data consistent with Federal

HIPAA requirements.
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PROOF OF PUBLICATION
Attached.

DEVELOPMENT SCHEDULE

1. PLEASE COMPLETE THE PROJECT COMPLETION FORECAST CHART
ON THE NEXT PAGE. IF THE PROJECT WILL BE COMPLETED IN
MULTIPLE PHASES, PLEASE IDENTIFY THE ANTICIPATED COMPLETION
DATE FOR EACH PHASE.

The Project Completion Forecast Chart is provided after this page.

2. IF THE RESPONSE TO THE PRECEDING QUESTION INDICATES THAT
THE APPLICANT DOES NOT ANTICIPATE COMPLETING THE PROJECT
WITHIN THE PERIOD OF VALIDITY AS DEFINED IN THE PRECEDING
PARAGRAPH, PLEASE STATE BELOW ANY REQUEST FOR AN EXTENDED
SCHEDULE AND DOCUMENT THE “GOOD CAUSE” FOR SUCH AN
EXTENSION.

Not applicable. The applicant anticipates completing the project within the

period of validity.
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PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision Date, as published in Rule 68-11-1609(c):
February 25, 2014

Assuming the CON decision becomes the final Agency action on that date, indicate the
number of days from the above agency decision date to each phase of the completion
forecast.

DAYS Anticipated Date
PHASE REQUIRED (MONTH /YEAR)
1. Architectural & engineering contract signed 6 3-1-15
2. Construction documents approved by TDH 96 6-1-15
3. Construction contract signed 110 6-15-15
4. Building permit secured 140 7-1-15
5. Site preparation completed 171 8-1-15
6. Building construction commenced 185 8-15-15
7. Construction 40% complete 307 12-15-15
8. Construction 80% complete 427 4-15-16
9. Construction 100% complete 549 8-15-16
10. * Issuance of license 564 9-1-16
11. *Initiation of service 594 10-1-16
12. Final architectural certification of payment 625 12-1-16
13. Final Project Report Form (HF0055) 685 2-1-17

* For projects that do NOT involve construction or renovation: please complete
items 10-11 only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the
final determination to reflect the actual issue date.
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INDEX OF ATTACHMENTS
A4 Ownership--Legal Entity and Organization Chart (if applicable)
A6 Site Control
BILA. Square Footage and Costs Per Square Footage Chart
B.II. Plot Plan
B.IV. Floor Plan
C, Need--3 Service Area Maps
C, Economic Feasibility--1 Documentation of Construction Cost Estimate
C, Economic Feasibility--2 Documentation of Availability of Funding
C, Economic Feasibility--10 Financial Statements
C, Orderly Development--7(C) Licensing & Accreditation Inspections

Miscellaneous Information

Support Letters
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B.I1.A.--Square Footage and Costs Per Square
Footage Chart
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B.I11.--Plot Plan
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B.IV.--Floor Plan
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C, Need--3
Service Area Maps



11/12/14 8:19 PM
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C, Economic Feasibility--1
Documentation of Construction Cost Estimate
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William E. Hereford, lIl Principal
Thomas Dccley Senior Principol

HEREFORD-DOOLEY
ARCHITECTS

October 24, 2014

RE: Southern Hills Surgery Center

To Whom It May Concern,

Hereford Dooley Architects, an architectural firm registered to practice in the state of Tennessee, has reviewed
the cost data provided for the three (3) operating room, two (2) treatment room ambulatory surgery center.
The stated construction cost is $4,074,525.00. It is our opinion that the proposed construction cost appears to
be reasonable for this project type and size and compares favorably with other completed projects similar to
this type and size. The proposed site will require extensive site work.

This is a summary of the current building codes enforced for this project:

International Building Code (IBC) 2006
International Fuel and Gas Code (IFGC) 2006
International Plumbing Code (IPC) 2006
International Mechanical Code (IMC) 2006
National Electrical Code (NEC) 2005
NFPA 101 Life Safety Code 2006
North Carolina Handicap Accessibilities Act with 2004 Amendments 1999
Americans with Disabilities Act 2010
AIA Guidelines for Design and Construction of Healthcare Facilities 2010

(We will utilize the 2014 AIA Guidelines when adopted by the State of Tennessee)

Respectfully,
Hereford Dooley Architects

k%y/ @0@%/

Thomas A. Dooley AIA
tom.dooley@hdarchitects.com
Senior Principal

HD Architects 1720 Wast End Ave - Ste 300 Nashvills - TN 37203 ndarchilects.com P.5615:244-739¢%
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C, Economic Feasibility--2
Documentation of Availability of Funding
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Tl'iStara Health TriStarHealth.com

110 Winners Circle, First Floor
Brentwood, TN 37027
{615) B86-4900

November 14, 2014

Melanie M. Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson State Office Building, 9™ Floor

500 Deaderick Street

Nashville, Tennessee 37243

RE: Southern Hills Surgery Center CON Application--Replacement

Dear Mrs. Hill:

Southern Hills Surgery Center, an affiliate of TriStar Southern Hills Medical Center, is
applying for a Certificate of Need to move to a new location within Davidson County.

There are two wholly-owned HCA subsidiaries that will develop the project. Southpoint,
LLC will construct and lease a shelled building at a cost of approximately $5,600,000,
and Surgicenter of Southern Hills, Inc. will lease, finish out and equip the building ata
cost of approximately $9,283,000.

As President and Chief Financial Officer of TriStar Health System, the HCA Division
Office to which this facility belongs, I am writing to confirm that HCA Holdings, Inc.,
the parent company for HCA and for the above named subsidiaries, will provide through
TriStar the estimated $14,883,000 in capital costs required to implement this project.
HCA Holdings, Inc.’s financial statements are provided in the application.

Sincerel
& A e/
Stephen’E. Corbeil, FACHE C. Eric Lawson

President Chief Financial Officer
TriStar Health System, a Division of HCA  TriStar Health System, a Division of HCA
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C, Economic Feasibility--10
Financial Statements



HCA Reports Fourth Quarter 2013 Results - MarketWatch ‘ 9 8 2/10/14 6:23 P\

8,036 91.0 7,879 93.4

Income before income taxes 800 9.0 555 6.6
Provision for income taxes 246 27 128 1.5
Net income 554 6.3 427 51
Net income attributable to noncontrofling interests 130 15 113 1.4
Net income attributable to HCA Holdings, Inc. $424 438 $314 37
Diluted eamings per share $0.92 $0.68
Shares used in computing diluted earnings per share (000) 458,535 461,131
Comprehensive income attributable to HCA Holdings, Inc. $541 $297

HCA Holdings, Inc.
Condensed Consolidated Comprehensive Income Statements
For the Years Ended December 31, 2013 and 2012
(Dollars in millions, except per share amounts)

2013 2012
Amount Ratio Amount Ratio

Revenues before provision for doubtful accounts $38,040 $36,783
Provision for doubtful accounts 3,858 3,770
Revenues 34,182 100.0% 33,013 100.0%
Salaries and benefits 15,646 45.8 15,089 457
Supplies 5970 17.5 5717 173
Other operating expenses 6,237 18.2 6,048 18.3
Electronic health record incentive income (216) (0.6) (336) (1.0)
Equity in earnings of affiliates (29) (0.1) 36) (0.1)
Depreciation and amortization 1,753 51 1679 5.1
Interest expense 1,848 5.4 1,798 5.4
Losses (gains) on sales of facilities 10 - (15) -
Loss on retirement of debt 17 0.1 -

Legal claim costs - - 175 0.5

31,236 914 30,119 91.2

Income before income taxes 2,946 8.6 2,894 8.8
Provision for income taxes 950 2.8 888 2.7
Net income 1,996 5.8 2,006 6.1
Net income attributable to noncontrolling interests 440 1.2 401 1.2
Net income attributable to HCA Holdings, Inc. $1,556 4.6 $1,605 4.9
Diluted eamings per share $3.37 $3.49
Shares used in computing diluted eamings per share (000) 461,913 459,403
Comprehensive income attributable to HCA Holdings, inc.  $1,756 $1,588

HCA Holdings, Inc.
Supplemental Non-GAAP Disclosures
Operating Results Summary
(Dollars in millions, except per share amounts)

For the Years

http:/ /www.marketwatch.com/story/hca-reports—fourth-quarte r-2013-results-2014-02-04 Page 4 ¢
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Fourth Quarter Ended

. December 31,
2013 2012 2013 2012

Revenues $8,836 $8,434 $34,182 $33,013
Net income attributable to HCA Holdings, Inc. $424 $314 $1,556 $1,605
Losses (gains) on sales of facilities {net of tax) (2) (6) 7 9)
Loss on retirement of debt (net of tax) - - 11 -
Legal claim costs {net of tax) - 110 - 110
Net income attributable to HCA Holdings, Inc., excluding losses

(gains) on sales of facilities, loss on retirement of debt and legal 422 418 1,574 1,706
claim costs.(a)

Depreciation and amortization 461 425 1,753 1,679
Interest expense 456 462 1,848 1,798
Provision for income taxes 245 188 959 047
Net income attributable to noncontrolling interests 130 113 440 401
Adjusted EBITDA (a) $1,714 $1,606 $6,574 $6,531
Diluted earnings per share:

Net income attributable to HCA Holdings, inc. $0.92 $0.68 $3.37 $3.49
Losses (gains) on sales of facilities - (0.01) 0.02 (0.02)
Loss on retirement of debt - - 0.02 -
Legal claim costs - 0.24 - 0.24
Net income attributable to HCA Holdings, Inc., excluding losses

(gains) on sales of facilities, loss on retirement of debt and legal $092 $0.91 $3.41 $3.71

claim costs (a)

Shares used in computing diluted eamings per share (000) 458,535 461,131 461,913 459,403

Net income atfributable to HCA Holdings, Inc., excluding losses (gains) on sales of facilities, loss on
retirement of debt and legal claim costs, and Adjusted EBITDA should not be considered as measures of
financial performance under generally accepted accounting principles ("GAAP"). We believe net income
attributable to HCA Holdings, Inc., excluding losses (gains) on sales of facilities, loss on retirement of
debt and legal claim costs, and Adjusted EBITDA are important measures that supplement discussions

@and analysis of our results of operations. We believe it is useful to investors to provide disclosures of our
results of operations on the same basis used by management. Management relies upon net income
attributable to HCA Holdings, inc., excluding losses (gains) on sales of facilities, loss on retirement of
debt and legal claim costs, and Adjusted EBITDA as the primary measures to review and assess
operating performance of its hospital facilities and their management teams.

Management and investors review both the overalt performanhe (including:net income attributable to
HCA Holdings)(including:Inc.)(including:excluding losses (gains) on sales of facilities, loss on retirement
of debt and legal claim costs, and GAAP net income attributable to HCA Holdings, Inc.) and operating
performance (Adjusted EBITDA) of our health care facilities. Adjusted EBITDA and the Adjusted EBITDA
margin (Adjusted EBITDA divided by revenues) are utilized by management and investors to compare
our current operating results with the corresponding periods during the previous year and to compare
our operating results with other companies in the health care industry. It is reasonable to expect that
losses (gains) on sales of facilities and losses on retirement of debt will occur in future periods, but the
amounts recognized can vary significantly from period to period, do not directly relate to the ongoing
operations of our health care facilities and complicate period comparisons of our results of operations
and operations comparisons with other health care companies.

Net income attributable to HCA Holdings, Inc., excluding losses (gains) on sales of facilities, loss on
retirement of debt and legal claim costs, and Adjusted EBITDA are not measures of financial
performance under GAAP and should not be considered as altematives to net income attributable to
HCA Holdings, Inc. as a measure of operating performance or cash flows from operating, investing and
financing activities as a measure of liquidity. Because net income attributable to HCA Holdings, Inc.,
excluding losses (gains) on sales of facilities, loss on retirement of debt and legal claim costs, and
Adjusted EBITDA are not measurements determined in accordance with GAAP and are susceptible to
varying calculations, net income attributable to HCA Holdings, Inc., excluding losses (gains) on sales of
facilities, loss on retirement of debt and legal claim costs, and Adjusted EBITDA, as presented, may not
be comparable to other similarly titled measures presented by other companies.

HCA Holdings, Inc.
Condensed Consolidated Balance Sheets

http:/ /www.marketwatch.com/story/hca—reports—fou rth-quarter-2013-results-2014-02-04 Page 5 ¢
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(Dollars in millions)

December 31, September 30, December 31,

2013 2013 2012
ASSETS
Current assets:
Cash and cash equivalents $414 $484 $705
Accounts receivable, net 5,208 4,924 4,672
Inventories 1,479 1,135 1,086
Deferred income taxes 489 400 385
Other 747 828 915
Total current assets 8,037 7771 7,763
Property and equipment, at cost 31,073 30,472 29,527
Accumulated depreciation (17,454) (17,150) (16,342)
13,619 13,322 13,185

Investments of insurance subsidiaries 448 402 515
Investments in and advances fo affiliates 121 125 104
Goodwill and other intangible assets 5,903 5,832 5,539
Deferred loan costs 237 250 290
Other 466 691 679

$28,831 $28,393 $28,075
LIABILITIES AND STOCKHOLDERS' DEFICIT
Current liabilities:
Accounts payable $1,803 $1,582 $1,768
Accrued salaries 1,193 1,085 1,120
Other accrued expenses 1,913 1,764 1,849
Long-term debt due within one year - 786 088 1,435
Total current liabilities 5,695 5,419 6,172
Long-term debt 27,590 27,389 27,495
Prof_essional liability risks 949 959 973
Income taxes and other liabilities 1,525 1,670 1,776
EQUITY (DEFICIT)
Stockhalders' deficit attributable to HCA Holdings, Inc. (8,270) (8,376) (9,660)
Noncontrolling interests 1,342 1,332 1,319
Total deficit (6,928) (7.044) (8,341)

$28,831 $28,393 $28,075

HCA Holdings, Inc.
Condensed Consolidated Statements of Cash Flows
For the Years Ended December 31, 2013 and 2012
(Doltars in millions)

2013 2012
Cash flows from operating activities:
Net income $1,996 $2,006
Adjustments to reconcile net income to net cash provided by operating activities:
Changes in operating assets and liabilities (4,272) (3,663)
Provision for doubtful accounts 3,858 3,770
Depreciation and amortization 1,753 1,679
Income taxes 143 96
Losses (gains) on sales of facilities 10 (15)
Loss on retirement of debt 17 -
Legal claim costs - 175
Amortization of deferred loan costs 55 62

http:/ Jvwww.marketwatch.com/story/hca-reports—fou rth-quarter-2013-results-2014-02-04 Page 6 ¢
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C, Orderly Development--7(C)
Licensing & Accreditation Inspections
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SUPPORT LETTERS



Mark A. Williams, M.D., Ph.D
/\ EAR, NOSE & TH ROAT EmiIvT. Williard, FNF

Specialists of Nashville Wendy B. Sumner Alexander, PA-C

November 12, 2014

Melanie Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9th Floor

502 Deaderick Street

Nashville, TN 37243

RE: CON Application to Relocate the Southern Hills Surgery Center

Dear Mrs. Hill:

This practice supports the proposal to relocate the Southern Hills Surgery Center within
Davidson County, from its present location on Wallace Road, to a new site five miles from the

TriStar Southern Hills Medical Center campus.

The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery Center
to be located in a building and on property owned by the hospital.

We understand that the facility will offer an opportunity for its surgical staff to participate in
ownership through a syndication at a later time. We are interested in that opportunity.
Your favorable consideration of the project would be much appreciated by us and our colleagues.

Respectfully,

V%/W/L@/fb

Mark A. Williams, M.D., Ph.D
Otolaryngology

303 WALLACE ROAD, SUITE 202 ® NASHVILLE, TENNESSEE 37211 @ 615-832-2200 ® FAX 615-832-2020
6688 NOLENSVILLE PIKE, SUITE 101 @ BRENTWOOD, TENNESSEE 37027 ® 615-832-2272 e FAX 615-832-2020
www.ENTSON.NET ® WWW.VOICECARECENTER.COM
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November 12, 2014

Melanie Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9™ Floor

502 Deaderick Street

Nashville, TN 37243

RE: CON Application to Relocate the Southern Hills Surgery Center

Dear Mrs. Hill:

This practice supports the proposal to relocate the Southern Hills Surgery Center within
Davidson County, from its present location on Wallace Road, to a new site five miles

from the TriStar Southern Hills Medical Center campus.

The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery
Center to be located in a building and on property owned by the hospital.

We understand that the facility will offer an opportunity for its surgical staff to participate
in ownership through a syndication at a later time. We are interested in that opportunity.
Your favorable consideration of the project would be much appreciated by us and our
colleagues.

Respectfully,

Signature:

Name: A4 ala kQM&Q@

Medical Specialty:
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November 12, 2014

Melanie Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE: CON Application to Relocate the Southern Hills Surgery Center

Dear Mrs. Hill:

This practice supports the proposal to relocate the Southern Hills Surgery Center within
Davidson County, from its present location on Wallace Road, to a new site five miles

from the TriStar Southern Hills Medical Center campus.

The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery
Center to be located in a building and on property owned by the hospital.

We understand that the facility will offer an opportunity for its surgical staff to participate
in ownership through a syndication at a later time. We are interested in that opportunity.
Your favorable consideration of the project would be much appreciated by us and our
colleagues.

Respectfully,

Signature: m :

Name: . cawrfor? ReTiel™

Medical Specialty: ®owiataic &vaw
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TRl@STAR MEDICAL GROUP Southern Hills Surgical Consultants

November 12, 2014 397 Wallace Road, Suite. C-414
4 Nashville, TN 37211

phone: 615-781-9499
fax: 615-781-3882

TriStarMedGroup.com
Melanie Hill, Executive Director
Tennessee Health Services and Development Agency Suhail H. Allos, M.D,, FACS
Andrew Jackson Building, 9" Floor
502 Deaderick Street James T. Ettien, M.D,, FACS
NaShVille’ TN 37243 Thomas C. Krueger, M.D., FACS
RE: CON Application to Relocate the Southern Hills Surgery Center Jeff F. Seebach, M.D, FACS

. Mark W. Shelton, M.D., FACS
Dear Mrs. Hill:

This practice supports the proposal to relocate the Southern Hills Surgery Center within
Davidson County, from its present location on Wallace Road, to a new site five miles
from the TriStar Southern Hills Medical Center campus.

The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery
Center to be located in a building and on property owned by the hospital.

We understand that the facility will offer an opportunity for its surgical staff to participate
in ownership through a syndication at a later time. We are interested in that opportunity.
Your favorable consideration of the project would be much appreciated by us and our
colleagues.

Respectfully,

Signature:

Name: T, {f Secwdr, My

Medical Specialty:  (seneyal SMKJC e
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TRI@STAR MEDICAL GROUP Southern Hills Surgical Consultants

November 12. 2014 397 Wallace Road, Suite. C-414
) Nashville, TN 37211

phone: 615-781-9499
fax: 615-781-3882

TriStarMedGroup.com
Melanie Hill, Executive Director
Tennessee Health Services and Development Agency Suhail H. Allos, M.D,, FACS
Andrew Jackson Building, 9™ Floor
502 Deaderick Street JamesT. Ettien, M.D., FACS
Nashville, TN 37243 Thomas C. Krueger, M.D., FACS
RE: CON Application to Relocate the Southern Hills Surgery Center Jeff F. Seebach, M.D,, FACS

. Mark W. Sheiton, M.D,, FACS
Dear Mrs. Hill:

This practice supports the proposal to relocate the Southern Hills Surgery Center within
Davidson County, from its present location on Wallace Road, to a new site five miles

from the TriStar Southern Hills Medical Center campus.

The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery
Center to be located in a building and on property owned by the hospital.

We understand that the facility will offer an opportunity for its surgical staff to participate
in ownership through a syndication at a later time. We are interested in that opportunity.
Your favorable consideration of the project would be much appreciated by us and our
colleagues.

Respectfully,

Signature:

Name: wa@ w . M;Ls\,\ TVAN
Medical Specialty: \)> g(_,u\L-o/- SWUSA/‘S
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TRlaSTAR MEDICAL GROUP Southern Hills Surgical Consuitants

November 12. 2014 397 Wallace Road, Suite. C-414
i Nashville, TN 37211

phone: 615-781-9499
fax: 615-781-3882

TriStarMedGroup.com

Melanie Hill, Executive Director
Tennessee Health Services and Development Agency Suhail H. Allos, M.D., FACS
Andrew Jackson Building, 9 Floor
502 Deaderick Street James T. Ettien, M.D., FACS
NaShVﬂle’ TN 37243 Thomas C. Krueger, M.D,, FACS
RE: CON Application to Relocate the Southern Hills Surgery Center Jeff F. Seebach, M.D, FACS

. Mark W. Shelton, M.D., FACS
Dear Mrs. Hill:

This practice supports the proposal to relocate the Southern Hills Surgery Center within
Davidson County, from its present location on Wallace Road, to a new site five miles
from the TriStar Southern Hills Medical Center campus.

The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery
Center to be located in a building and on property owned by the hospital.

We understand that the facility will offer an opportunity for its surgical staff to participate
in ownership through a syndication at a later time. We are interested in that opportunity.
Your favorable consideration of the project would be much appreciated by us and our
colleagues.

Respectfully,

Signature:

SNy
NMM f’./f]//ps’

Medical Specialty: o g’wm
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TRlaSTAR MEDICAL GROUP Southern Hills Surgical Coqsultants
397 Wallace Road, Suite. C-414
November 12, 2014 Nashville, TN 37211

phone: 615-781-9499
fax: 615-781-3882
TriStarMedGroup.com

Melanie Hill, Executive Director

Tennessee Health Services and Development Agency Suhail H. Allos, M.D,, FACS

i h .
Andrew Jac‘kson Building, 9™ Floor JamesT. Ettien, M.D, FACS
502 Deaderick Street
Nashville, TN 37243 Thomas C. Krueger, M.D,, FACS

RE: CON Application to Relocate the Southern Hills Surgery Center el Fgestach, T, AES

Mark W. Shelton, M.D., FACS
Dear Mrs. Hill:

This practice supports the proposal to relocate the Southern Hills Surgery Center within
Davidson County, from its present location on Wallace Road, to a new site five miles
from the TriStar Southern Hills Medical Center campus.

The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery
Center to be located in a building and on property owned by the hospital.

We understand that the facility will offer an opportunity for its surgical staff to participate
in ownership through a syndication at a later time. We are interested in that opportunity.
Your favorable consideration of the project would be much appreciated by us and our
colleagues.

Respectful
Slgnature Z

Name: oP\)\'S C. kklke-éa'{ Mb (:A—CS

Medical Specialtw) \)Mwi& & Trace ipvv»v\
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SPECIALISTS
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J. ALLEN SUDBERRY, D.P.M.

SOUTHERN HILLS MEDICAL CENTER
397 WALLACE RD., BLDG. C, STE. 311
NASHVILLE, TN 37211

PHONE 615-712-7366

FAX 615-712-7858

November 12, 2014

Melanie Hill, Executive Director

Tennessee Health Services and Development Agency

Andrew Jackson Building, 9 Floor
502 Deaderick Street
Nashville, TN 37243

%
Lo

BOARD CERTIFIED IN FOOT SURGERY &
RECONSTRUCTIVE REARFOOT/ANKLE SURGERY
AMERICAN BOARD OF PODIATRIC SURGERY
FELLOW, AMERICAN COLLEGE OF FOOT & ANKI
SURGEONS

RE: CON Application to Relocate the Southern Hills Surgery Center

Dear Mrs. Hill:

This practice supports the proposal to relocate the Southern Hills Surgery Center within
Davidson County, from its present location on Wallace Road, to a new site five miles
from the TriStar Southern Hills Medical Center campus.

The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery
Center to be located in a building and on property owned by the hospital.

We understand that the facility will offer an opportunity for its surgical staff to participate
in ownership through a syndication at a later time. We are interested in that opportunity.
Your favorable consideration of the project would be much appreciated by us and our

colleagues.

Respectfully,
Signature: 4 W 4
Name: James A. Sudberry, DPM

Medical Specialty: Podiatry

WWW. TNFAS.COM
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. ~ TRIZASTAR MEDICAL GROUP

Gastroenterology Specialists
of Middle Tennessee

Jonathan Rotker, M.D., FACG Jonathan Benson, M.D. Anthony Montemuro, M.D.

November 12, 2014

Melanie Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE: CON Application to Relocate the Southern Hills Surgery Center

Dear Mrs. Hill:

This practice supports the proposal to relocate the Southern Hills Surgery Center within
Davidson County, from its present location on Wallace Road, to a new site five miles
from the TriStar Southern Hills Medical Center campus.

The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery
Center to be located in a building and on property owned by the hospital.

We understand that the facility will offer an opportunity for its surgical staff to participate
in ownership through a syndication at a later time. We are interested in that opportunity.
Your favorable consideration of the project would be much appreciated by us and our
colleagues.

Respectfully,

Signature: w_

Name: Jeviathaw Bemson

Medical Specialty: Gastvwarttnleyy

397 Wallace Road, Suite 103 6716 Nolensville PK. Suite 230 300 Stonecrest Blvd, Suite 455
Nashville, Tennessee 37211 Brentwood, Tennessee 37027 Smyrna, Tennessee 37167
Phnne (R1E) R1-R4DD Phone (615) 831-5422 Phone (615) 223-6606



o TRIZSTAR MEDICAL GROUP
Gastroenterology Specialists
of Middle Tennessee

Jonathan Rotker, M.D., FACG Jonathan Benson, M.D. Anthony Montemuro, M.D.

November 12, 2014

Melanie Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE: CON Application to Relocate the Southern Hills Surgery Center

Dear Mrs. Hill:

This practice supports the proposal to relocate the Southern Hills Surgery Center within
Davidson County, from its present location on Wallace Road, to a new site five miles
_from the TriStar Southern Hills Medical Center campus.

The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery
Center to be located in a building and on property owned by the hospital.

We understand that the facility will offer an opportunity for its surgical staff to participate
in ownership through a syndication at a later time. We are interested in that opportunity.

Your favorable consideration of the project would be much appreciated by us and our
colleagues.

Respectfully,

Signature;[ %O/&%’?ﬁﬁ FACG

Name: oNATHAN T . RoTetR MD, FAce

Medical Specialty: (GASTROENTEROLIGY

6716 Nolensville Pk. Suite 230 300 Stonecrest Blvd, Suite 455
Smyrna, Tennessee 37167
Phone (615) 223-6606

397 Wallace Road, Suite 103
Nashville, Tennessee 37211 Brentwood, Tennessee 37027

Phone (615) R31-5422 Phone (615) 831-5422
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AFFIDAVIT

STATE OF _ TENNESSEE

COUNTY OF DAVIDSON

JOHN WELLBORN, being first duly sworn, says that he is the lawful agent of the applicant

named in this application, that this project will be completed in accordance with the
application to the best of the agent’s knowledge, that the agent has read the directions to this
application, the Rules of the Health Services and Development Agency, and T.C.A. § 68-11-

1601, et seq., and that the responses to this application or any other questions deemed
appropriate by the Health Services and Development Agency are true and complete to the

best of the agent’s knowledge.
&SIGNATU RE/TITLE

a Notary

Sworn to and subscribed before me this Iﬂ + day of NOVem lau,t- Qolﬂ
(Month) (Year)

and for the County/State of DAVIDSON

6}?:’“: ,AO\{

My commission expires
(Month/Day) (Year)
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' DSG Development Support Group

November 24, 2014

Phillip M. Earhart, HSD Examiner

Jeff Grimm, HSD Examiner

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE: CON Application #1411-047
Southern Hills Surgery Center

Dear Mr. Earhart:

This letter responds to your November 20 request for additional information on this
application. The items below are numbered to correspond to your questions. They are
provided in triplicate, with affidavit.

1. Section A., Applicant Profile, Item 12

Please clarify how the existing Medicare and Medicaid certifications are
current if the last cases at the ASTC were performed in 2008.

To the best of our knowledge, there is nothing in the Medicare or
Medicaid regulations that would cause a certification to lapse or terminate due to
a lack of cases being performed. Southern Hills did not seek to terminate the
certification since the intent was always to reactivate the license at the appropriate
time.

We believe that provider numbers are assigned indefinitely during the
designated provider’s existence as a licensed entity, and are not cancelled during a
period of inactivity so long as the license remains in force.

If that is no longer the case for either program when this proposed facility
opens more than a year from now, the applicant will apply for a new provider
number. For the present, however, both numbers listed in Part A of the
application are believed to be valid.

4219 Hillsboro Road, Suite 203 Tel 615.665.2022

P CE TN ' . Tas £1R LAR NAD
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Page Two
November 24,2014

2. Section A., Applicant Profile, Item 6

The option to lease is noted. Please include the expected term and monthly
payments.

The submitted option document states on page 2, section 1.3b, that the
term will be ten years and the annual rent will be $507,052 with an annual 3%
escalator. Therefore, the monthly rent would be approximately $42,254 in Year
One. Although that amount exceeds the applicant’s lease payment for the current
building, a significant savings will be realized at the new location because the
applicant will be paying an affiliated HCA company, thus recapturing the
payment for the parent company. In addition, a lease comparison would not be
“apples to apples”, because at the new location, the applicant will be leasing a
new and much larger footprint, in conformity to current design standards and
codes.

3. Section B, Project Description, Item L.

a. In CN0412-110A the applicant stated up to 49% ownership in the ASTC
will be offered to the surgeons on the medical staff of Southern Hills Medical
Center. Please clarify if physicians pulling out of the venture were the reason
for closing the surgery center? What has changed that would result in
physicians willing to invest in the ASTC now?

In 2008, TriStar Southern Hills Medical Center was experiencing
decreases in utilization. Many physicians were moving their practices off of the
hospital campus. Because of the lower surgery case volume, the hospital and the
ASTC found themselves sharing a limited number of cases. Two commonly
owned separate multispecialty surgical facilities close together on the same
campus could not be justified. So the ASTC cases were brought back to the
hospital temporarily, to operate more efficiently.

. Today, in 2014, TriStar Southern Hills Medical Center is in a different and
better position. Its parent company HCA has made significant capital investments
in the campus to upgrade plant operation and equipment, and has made significant
investments in physician recruitment and in expanding subspecialist coverage. As
a result, the hospital has experienced greater volumes of inpatient surgery, and is
experiencing increased medical staff demand for O.R. time during peak surgery
hours.
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Page Three
November 24, 2014

By re-activating the ASTC, and moving it to a larger space, many
outpatient cases can be moved off of the hospital O.R. schedule, leaving more
available time for inpatient cases. With growing caseloads, an expanded medical
staff, and the prospect of a larger and better facility for ambulatory surgery, there
is now strong renewed physician interest in participation. In fact, discussions
with the surgery staff about re-syndicating the ASTC at a better location began in
early 2014, well before HCA knew it could acquire the Old Hickory Boulevard
site where this project will be constructed.

Relocating the ASTC to a more visible location near I-65 and Old Hickory
Boulevard is very satisfactory to the surgical staff. Their patients’ drive times
from across the service area counties will be as good as they are now, on average.

b. Please clarify if the current license is in active or inactive status.

The license is inactive, and its status is subject to an annual review by the
Licensure Board. Documentation is attached after this page.

c. Why did the applicant decide to move 5.5 miles from the current location?

The application has demonstrated that relocation is needed to obtain a
larger facility that complies with current design standards. In planning a
relocation, it was felt that it should be reasonably accessible to the surgical staff
and to residents of its current service area counties, but need not remain on the
hospital campus. Remaining in South Davidson County was a priority, however.
For long-range development purposes, the applicant’s parent company HCA
acquired a large 53-acre tract of land 12 minutes west of the current site, with
immediate access to an interstate highway and a major east-west roadway.
TriStar Southern Hills Medical Center management saw that this would be an
ideal location for the new surgery center. They requested, and were allocated, a
portion of the tract with road frontage on Old Hickory Boulevard, which is this
project’s site.

Attached following this page is a map of Davidson County that shows how
the proposed location is only a minimal shift of location well within South
Davidson County.
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STATE OF TENNESSEE
DEPARTMENT OF HEALTH
DIVISION OF HEALTH LICENSURE & REGULATION
OFFICE OF HEALTH CARE FACILITIES
665 MAINSTREAM DRIVE, SECOND FLOOR
NASHVILLE, TENNESSEE 37243
TELEPHONE (615) 741-7221
FAX (615) 741-7051

February 12, 2014

Jerry W, Taylor, Attorney

Stites & Harbison, PLLC

401 Commerce Street, Suite 800
Nashville, TN 37219

RE: Fifth Extension Waiver request — License Inactive Status
Southern Hills Surgery Center, Nashville; License #185

Dear Mr. Taylor:

The Board for Licensing Health Care Facilities met on January 23, 2014. The following request was
granted:

A FIFTH EXTENSION WAIVER WAS GRANTED FOR TWELVE (12) MONTHS TO
ALLOW SOUTHERN HILLS SURGERY CENTER’S LICENSE TO REMAIN ON
INACTIVE STATUS THROUGH FEBRUARY 7,2015.

Board action was taken in accordance with Section 68-11-206, Chapter 11, Tennessee Code Annotated,
which gives the Board authority to place a license in an inactive status.

Please notify this office in writing of any changes to prove that you are meeting the requirement
that was waived.

If you have any questions you may contact this office at (615) 741-7221.

A nn Rutherford Reed, RN, Big, MBA

Director of Licensure
Division of Health Care Facilities

ARR/weh
ce: ETRO
File

Delores Willis
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Page Five
November 24, 2014

g. Can the applicant provide 2007 ASTC patient origin by zip code for
Southern Hills Surgery Center? If so, please provide. If not available, please
provide for the outpatient surgeries for Southern Hills Medical Center for
the most recent year available.

On page 26 of the submitted application, Table Six provided projected
patient origin by county for the relocated surgery center, based on the hospital’s
current outpatient surgery patient origin by county. That is logical, because the
surgery center will reopen with cases transferred directly from the hospital
campus. The hospital data included all hospital GI cases performed in the ASTC
building across Wallace Road.

Following this page are zip code-based supplemental tables supporting
that projection. They show that the hospital’s current zip code-based patient
ongm for outpatient surgeries does not differ significantly from the 2007 patient
origin of the ASTC.

Supplemental Table One-A prov1des the current zip code-level patient
origin data for all outpatient surgeries performed in 2013-2014 at Tri-Star
Southern Hills Medical Center (including endoscopies).

Supplemental Table One-B provides the 2007 zip-code-level patient origin
data for all surgeries performed at the ASTC.
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Supplemental Table One-A: Southern Hills Medical Center
November 2013-October 2014 Patient Origin By Zip Code--All Outpatient Surgeries
Codes Contributing 10 or More Patients
i f Post Off \ i fati ative
1- NASHVILL AVIDSON 7 3% 22.74%
37013 - ANTIOCH DAVIDSON 462 012 19.07% 41.81%
|37217 - NASHVILLE DAVIDSON - 141 1,154 .82% 47.63%
[37167 - SMYRNA RUTHERFORD 110 1,264 4.54% 52.17%
37086 - LA VERGNE |[RUTHERFORD 86 1,350 55% 55.72%
37027 - BRENTWOOD [WILLIAMSON 80 1,430 30% 59.02%
37210 - NASHVILLE DAVIDSON 62 1,492 2.56% 1.58%
37214 - NASHVILLE DAVIDSON 59 1,551 2.43% 4.01%
37135 - NOLENSVILLE DAVIDSON 47 1,59¢ 84% 65.95%
37076 - HERMITAGE DAVIDSON 31 1,629 1.28% 67.23%
37122 - MOUNT JULIET DAVIDSON 30 1,659 1.24% 68.47%
7206 - NASHVILLE DAVIDSON 30 1,689 1.24% 69.71%
7207 - NASHVILLE DAVIDSON 29 1,71 1.20% 70.90%
7115 - MADISON DAVIDSON 28 1,74 1.16% 72.06%
7209 - NASHVILLE DAVIDSON _ 27 1,77 1% 3AT%
7129 - MURFREESBORO RUTHERFORD 27 1,800 1% 74.25%
37064 - FRANKLIN [WILLIAMSON 26 1,826 1.07% 75.36%
221 - NASHVILLE DAVIDSON 23 1,84 0.95% 76.31%
0 - MURFREESBORO RUTHERFORD 2 1,87 0.91% 77.22%
128 - MURFREESBORO RUTHERFORD 1 1,892 0.87% 78.08%
01- COLUMBIA [MAURY 20 1,912 0.83% _ 78.919
37204 - NASHVILLE DAVIDSON 20 1,932 0.83% 79.74%
- SPRING HILL MAURY 95 0.78% 80.52%
5 - HENDERSONVILLE DAVIDSON 1,96 0.74% .26%
37208 - NASHVILLE DAVIDSON 7 1,98¢ 0.70% 56%
37091 - LEWISBURG MARSHALL 1e 00 0.66% 82.62%
37067 - FRANKLIN WILLIAMISON 01 0.66% 83.28%
37220 - NASHVILLE DAVIDSON 03 0.62% 83.50%
37127 - MURFREESBORO RUTHERFORD § 048 0.62% 84.52Y
37072 - GOODLETTSVILLE DAVIDSON 4 062 0.58% 85.10%
37087 - LEBANON WILSON 4 076 0.58% 85.88%
37218 - NASHVILLE DAVIDSON 1 090 0.58% 86.26%
37138 - OLD HICKORY DAVIDSON 14 104 0.58% 86.83%
37216 - NASHVILLE DAVIDSON 17 116 0.60% 87.33%
|§r 60 - SHELBYVILLE BEDFORD 0.45% 87.78%
37172 - SPRINGFIELD ROBERTSON 2,138 0.45% 88.24%
[37203 - NASHVILLE DAVIDSON 10 2,148 0.41% 88.65%
[OTHER ZIP CODES , <10 PATIENTS 275 2,423 11.35% 100.00%
TOTAL OUTPATIENT SURGERIES 2,423 | S
Note: Some of the unlisted " other” zip code are also based in Davidson, Rutherford, and Wilson Counties.
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Supplemental Table One-B: Southern Hills Surgery Center
2007 Patient Origin by Zip Code
FZ: . Codes Contributln 10 or More Patlents
37211 |NASHVILLE DAVIDSON 573 : 22.75%
37013 |ANTIOCH DAVIDSON 527 1100 20.92% 43.67%
37217 |NASHVILLE DAVIDSON 176 1276 6.99% 50.66%
37027 |BRENTWOOD WILLIAMSON 148 1424 5.88% 56.53%
37086 |LA VERGNE RUTHERFORD 133 1557 5.28% 61.81%
37167 |SMYRNA RUTHERFORD 123 1680 4.88% 66.69%
37214 |NASHVILLE DAVIDSON 51 1731 2.02% 68.72%
37129 |MURFREESBORO RUTHERFORD 50 1781 1.98% 70.70%
37135 |NOLENSVILLE WILLIAMSON - 44 1825 1.75% 72.45%
37210 |NASHVILLE DAVIDSON 42 1867 1.67% 74.12%
37064 [FRANKLIN WILLIAMSON 40 1907 1.59% 75.70%
37220 |NASHVILLE DAVIDSON 34 1941 1.35% 77.05%
37122 [MOUNT JULIET WILSON 28 1969 1.11% 78.17%
37128 |MURFREESBORO RUTHERFORD 27 1996 1.07% 79.24%
37076 |HERMITAGE DAVIDSON 26 2022 1.03% 80.27%
37067 |FRANKLIN WILLIAMSON 24 2046 0.95% 81.22%
37206 |NASHVILLE DAVIDSON 24 2070 0.95% 82.18%
37221 |NASHVILLE DAVIDSON 23 2093 0.91% 83.09%
37130 |MURFREESBORO RUTHERFORD 22 - 2115 0.87% 83.96%
37209 |NASHVILLE DAVIDSON 22 2137 0.87% 84.84%
37138 |OLD HICKORY DAVIDSON 17 2154 0.67% 85.51%
37174 |SPRING HILL MAURY 17 2171 0.67% 86.18%
37069 |FRANKLIN WILLIAMSON 14 2185 0.56% 86.74%
37207 [NASHVILLE DAVIDSON 14 2199 0.56% 87.30%
38401 |COLUMBIA MAURY 14 2213 0.56% 87.85%
37216 |NASHVILLE DAVIDSON 13 2226 0.52% 88.37%
37075 |HENDERSONVILLE _ [SUMNER 12 2238 0.48% 88.84%
37015 |ASHLAND CITY CHEATHAM 1 2249 0.44% 89.28%
37072 |GOODLETTSVILLE DAVIDSON 1 2260 0.44% 89.72%
37204 |NASHVILLE DAVIDSON 11 2271 0.44% 90.15%
37215 |NASHVILLE DAVIDSON 1 2282 0.44% 90.59%
OTHER ZIP CODES < 10 PATIENTS 237 2,519 9.41% 100.00%
TOTAL SURGERIES 2,519

Note: Some of the unlisted " other” zip code are also based in Davidson, Rutherford, and Wilson Counties.
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h. Are there other locations closer to Southern Hills that could be viable
options for relocation?

None was identified. During 2013 HCA began searching for a large tract
of land in South Davidson County for multi-use development, not for an ASTC
site. When HCA acquired the 53 acres of AIG property on Old Hickory
Boulevard, a corner of that property was empty and immediately developable. It
made sense for Southern Hills management to focus on that site where it would be
able to lease its ASTC space from an HCA-owned lessor.

i. What is the current surgical volume at 360 Wallace Road, Nashville
(Davidson County) TN 37211?

Table Ten-A on page 34 of the applicatioﬁ provides 2011-2014 cases at
that location (the ASTC building). The CY2014 cases were annualized based on
January through October. The hospital expects to perform more than 2,500
endoscopic cases in that building during CY2014.

k. When will the lease expire at 360 Wallace Road?

It will expire on January 31, 2020.

1. Please complete the following chart:

Licensure | Licensure

ASTC OR#1 | OR#2 | OR#3 | PR#1 | PR#2 | Standard | Standard
Locations SF SF SF SF SF OR PR
360
Wallace 318 317 321 319 237
Road SF SF SF SF SF 400 SF 150
New
Proposed 415 415 415 237 237
Location SF SF SF SF SF

Note:
1. In the submitted application the hospital estimated the existing ASTC OR’s at

approximately 340 SF. The architect has done on-site measurement now and
those rooms average 319 SF as shown in the table. Therefore, the new O.R.’s will
be 30% larger in floor space, rather than the 22% figure cited on page 15 of the
application. There will also be a 75% increase in pre-op stations (7, not 4).

2. The Licensure category for a procedure room is changing to “Class A
operating room/minimal anesthesia”.
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d. Why did the applicant decide to cease operations at the Southern Hills
Surgery Center in 2008?

Please see response 3a above. In 2008, there was far too much surgical
capacity available in the ASTC and hospital suites. Keeping two facilities open
on the same campus did not make sense at that time. The economy was
depressed; fewer elective surgeries were being requested. At that time (unlike
today) the hospital had sufficient surgical capacity to absorb the ASTC’s
caseloads. So operation of the ASTC was suspended.

e. If there have been no surgeries at Southern Hills Surgery Center for the
past 6 years, why is it needed now?

As discussed above, re-opening of the ASTC now has strong medical staff
support and it will provide two areawide benefits: greater accessibility for some
areas of southern Davidson County and northern Williamson County; and lower
costs for payors due to the lower reimbursement schedules in effect for ASTC’s.

The hospital will also benefit from moving cases out of the hospital
surgical rooms. This will free up O.R. time at peak periods for inpatient cases,
which helps the medical staff. The active medical staff has 39 surgeons now
compared to 20 in 2008. This includes 7 neurosurgeons. More surgeons will be
coming on staff in the near future. The hospital’s ability to schedule inpatient
surgeries at optimal times is limited by a shortage of pre-op and PACU/post-op
support space, by surgeons’ unwillingness to utilize one O.R. with inefficient
configuration, and by the number of outpatient surgeries in the O.R. suite.

f. Where are Tri-Star patients that require outpatient surgeries in the
Southern Hills area referred to now?

They typically are served in the TriStar Southern Hills Medical Center’s
O.R.’s. Patients whose insurance coverage does not extend to the hospital (such
as Blue Cross “Plan S” enrollees) will be referred to another facility. The
applicant has no information on where those patients are referred. That
information is privately held in physician practices and is not available.

One benefit of moving many outpatient cases back into a reactivated
ambulatory surgery center is that under the TriStar contract with Blue Cross, the
hospital’s surgical staff will be able to serve Blue Cross Plan S enrollees in the
ASTC, which they cannot do in the hospital.
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m. Southern Hills Surgery Center (CN0412-110) was approved in February
2005 by the Agency. When did the ASTC open and close? When did it
reopen as a department of the hospital?

The ASTC was licensed and became operational on July 26, 2005. It
ceased to perform cases as an ASTC on November 5, 2008. The hospital began
using it for hospital endoscopy cases on February 28, 2011.

n. In CN0412-110A the applicant stated the Southern Hills Surgery Center,
LP project was needed to help alleviate the hospital campus’ significant
problems of physical accessibility due to congested parking on its constrained
hilltop site. If this application is approved to relocate the ASTC, will those
physical accessibility problems arise again on the main hospital campus of
Southern Hills? Please clarify if physical accessibility issues have resurfaced
since the closure of the ASTC in 2007.

After the ASTC closed in 2008, there were some traffic, parking, and
pedestrian issues; and as the hospital grows in utilization these will increase.
However, to mitigate them, the hospital now provides roving transport to ferry
visitors from their parking spaces to the hospital and its medical office buildings.
And the hospital now has a large parking lot on the south edge of its campus that
almost always has ample parking space available.

The current “Endoscopy Center” building will close in CY2016 once the
new surgery center is open. Some of those endoscopy cases and their associated
traffic will come back into the hospital campus. However, at the same time, an
equal number of other outpatient cases will move out of the hospital surgical suite
into the new ASTC location. These shifts of outpatients will offset one another,
so the project will not exacerbate traffic at the hospital campus.

0. Why did the applicant continue to lease the building at 360 Wallace Road,
Nashville, TN for almost 7 years after the ASTC was shut down?

First, because its lease remains in force through January 2020. Second,
because it was a physical asset that the hospital could rent and utilize to take
endoscopy cases out of the hospital surgical suite, opening up more O.R. time for
inpatient cases. Third, because the hospital has always intended to relocate it with
a new syndication--once medical staff interest renewed, and surgical volumes
made it feasible, and a site could be acquired.
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p. In CNO0412-110A the applicant stated the impact of Southern Hills
Surgery Center, LP project will primarily be on Southern Hills Medical
Center itself, being a redeployment of Southern Hills’ cases within its own
campus. In addition, the applicant stated the projected case load of the
facility amounted to approximately half of the surgical case volume at
Southern Hills Medical Center in 2003 and almost two-thirds of the
outpatient case volume. Please clarify if the surgical cases mentioned above
remained at SHMC after approval of CN0412-110A. If not, where were the
surgeries performed?

That 2004 ASTC application projected case volumes of 2,720 and 3,400
cases in its first two full years of operation. The ASTC achieved case volumes of
2,587 and 2,819 cases in its first two full calendar years of operation (2006-2007).
The shortfall in cases presumably remained in the hospital. The applicant has no
way of knowing where else those patients may have been served, or how many
there were.

q. Please clarify how the hospital operated an endoscopy center at the
Southern Hills Surgery Center which is licensed as an ASTC?

T.C.A. §68-11-209(f) authorizes a hospital to provide outpatient
therapeutic and diagnostic services on a site located outside of its main campus
without a waiver or approval of the BLHCF. Since the ASTC license is on
inactive status, we are aware of no prohibition against performing hospital-based
services in the building. A Joint Commission survey of the hospital was
conducted in June, 2013 and no deficiency or concern about this practice was
noted. See the letter attached following this page.

7 From the Federal perspective, in 2011 the hospital notified Medicare of its
intent to use the vacant ASTC facility for endoscopic cases; excerpts from that
document are attached following the Joint Commission letter after this page.

So the hospital is appropriately (a) operating this building as a department
of the hospital, and (b) reporting its cases in the hospital Joint Annual Reports.

r. Please clarify if the hospital reported endoscopy cases performed in a
licensed ASTC as being performed in a hospital setting in the Joint Annual
Reports.

Yes. Those cases were included in the hospital’s Joint Annual Reports
from 2008 through 2013.
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V¥ The Joint Commission
June 24, 2013
Thomas Ozburn Joint Commission ID #: 7890
CEO Program: Hospital Accreditation
Southemn Hills Medical Center Accreditation Activity: Unannounced Full
391 Wallace Road Event
Nashville, TN 37211 Accreditation Activity Completed:
06/12/2013
Dear Mr. Ozburn:

The Joint Commission would like to thank your erganization for participating in the accreditation process. This
process is designed to help your organization continuously provide safe, high - quality care, treatment, and
services by identifying opportunities for improvement in your processes and helping you follow through on
and implement these improvements. We encourage you to use the accreditation process as a continuous
standards compliance and operational improvement tool.

With that goal in mind, your organization received Requirement(s) for Improvement during its recent survey.
These requirements have been summarized in the Accreditation Report provided by the survey team that
visited your organization.

Please be assured that The Joint Commission will keep the report confidential, except as required by law. To
ensure that The Joint Commission’s information about your organization is always accurate and current, our
policy requires that you inform us of any changes in the name or ownership of your organization or the health
care services you provide. '

Please visit Quality Check® on The Joint Commission web site for updated information related to your

accreditation decision.

Sincerely,

Dt B,

Mark G.Pelletier, RN, MS
Chief Operating Officer

Division of Accreditation and Certification Operations
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TRIZSTAR HEALTH SYSTEM..

Via Federal Express

June 23, 2011

Cahaba GBA Part A Provider Enroliment
Attn: Provider Audit and Reimbursement
300 Corporate Parkway

Birmingham, AL 35242

Re: Southern Hills Medical Center
To Whom It May Concern:

Enclosed please find the relévant sections of the Medicare enroliment application (CMS-855A) for
Southern Hills Medical Center. This change of information is being submitted to address the following:

1. Effective February 28, 2011, Southern Hills Medical Center moved our OP endoscopy
department to a new practice location off campus.

2. We updated Section 1 to request the change of Medicare information and practice

location information.

Section 281 was completed per instructions for Southern Hills Medical Center.

4. On Section 3 the practice location for the Tristar Endoscopy Center was added with an
open date of February 28, 2011.

5. In Section 4 A the practice location information was updated for the new location
address and phone number.

6. In Section 4 B we added the P.O. Box ta which special payments and
remittanee notices should be sent.

(¥% )

If you have questions regarding the above, do not hesitate to contact me at (615) 781-4150 or by e-mail
at john.porada@hcahealthcare.com. Thank you for your attention to this matter.

Sincerely,

%-f ?),_,&
John T. Porada
Chief Financial Officer

Ic

Enclosure

391 Wallace Road * Nashville, TN 37211 = 615-781-4000 + www.tristarhealth.com
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SECTION 15: CERTIFICATION STATEMENT (Continued)

B. 1°" AUTHORIZED OFFICIAL SIGNATURE

I'have read the contents of this application. My signature legally and financially binds this provider to the
laws, regulations, and program instructions of the Medicare program. By my signature, I certify that the
information contained herein is true, correct, and complete, and I authorize the Medicare fee-for-service
contractor to verify this information. If I become aware that any information in this application is not true,
correct, or complete, I agree to notify the Medicare fee-for-service contractor of this fact immediately.

If you are changing, adding, or deleting information, check the applicable box, furnish the effective date,
and complete the appropriate fields in this section.

CHECK ONE 0 CHANGE Q ADD O DELETE

DATE (mm/ddiyyyy)

Authorized Official’s Information and Signature

First Name Middle Initial Last Name Suffix (e.g., Jr, Sr)
THOMAS H. OZBURN

Telephone Number Title/Position

(615) 781-4150 CEO

Authorized Offigial Signatuice (P, Middle, Last Nawe, Jr., S, M.D., D.0., etc.) Date Signed (mm/ddsyyyy)
_ Ttla__ @/23/u
/ :

C. 2" AUTHORIZED COrFICIAL SIGNATURE

I have read the contents of this application. My signature legally and financially binds this provider to the
laws, regulations, and program instructions of the Medicare program. By my signature, I certify that the
information contained herein is true, correct, and complete, and I authorize the Medicare fee-for-service
contractor to verify this information. If I become aware that any information in this application is not true,
correct, or complete, I agree to notify the Medicare fee-for-service contractor of this fact immediately.

If you are changing, adding, or deleting information, check the applicable box, furnish the effective date,
and complete the appropriate fields in this section.

CHECK ONE O CHANGE U ADD U DELETE

DATE (mm/dd/yyyy)

Authorized Official’s Information and Signature
First Name Middle Initial Last Name Suffix (e.g. Jr. Sr)

Telephone Number Title/Position

Authorized Official Signature (First, Middle, Last Name, Jr, St. M.D., D.0.. erc.) Date Signed (mm/ddfyyyv)

All signatures must be original and signed in ink. Applications with signatures deemed not
original will not be processed. Stamped, faxed or copied signatures will not be accepted.
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SECTION 1: BASIC INFORMATION

A. Check one box and complete the required sections

BILLING NUMBER INFORMATION REQUIRED SECTIONS

REASON FOR APPLICATION

0 You are a new enrollee in Medicare

Enter your Medicare Identification
Number (if issued) and the NPI you
would like to link to this number in
Section 4.

Complete all sections except 2F, 2G,
and 2H

O You are énrolling with another fee-for-service
contractor’s jurisdiction

O You are reactivating your Medicare
enrollment :

Enter yoiir Medicare Identification
Number (if issued) and the NPI you
would like to link to this number in
Section 4.

2G, and 2H

Complete all sections except 2F,

3 You dre voluntarily terminating

Effective Date of Termination:

Medicare Identification Number that

Complete sections:

Youi are the:
I Seller/Former Owner
QO Buyer/New Owner

your Medicare enrollment is terminating (i issued): 1,2B1, 13, and either 15 or 16
NPI (if issued):
Medicare Identification
Q There has been a Change of Ownership Number (if issued): Seller/Fomer Owner:
(CHOW) of the Medicare-enrolled provider R O TIE Y .
NPL: 1A, 2F, 13, and ejther 15 or 16

Tax Identification Number:

Buyer/New Owner:
Complete all sections except 2G and 2H

- I Your organization has taken part
in dn Acquisition or Merger

You are the:
Q) Seller/Former Owner
Q Buyer/New Qwner

Medicare Identification Number of
the Selles/Former Owner (if issued):

NPI:

Tax Identification Number:

Seller/Former Owner:
1A, 2G, 13, and either 15 or 16

Buyer/New Owner:

1A, 2G, 4, 13, and either 15 (if you
are the authorized official) or 16 (if
you are the delegated official), and 6
for the signer if that authorized or
delegated official has not been
established for this provider.

O Your organization has Consolidated
with another organization

You are the:
Q1 Former organization
O New. organization

Medicare Identification Number of
the Seller/Former Owner (if issued):

NPI:

Tax Identification Number:

Former Organizations:
1A, 2H, 13, and either 15 or 16

New Organization:
Complete all sections except 2F and 2G

o You are ¢hanging your Medicare
information

Medicare Identification
Number (if issued): 440197

NPl 1720032345

Go to Section 1B

Q You are revalidating your Medicare
enrollment

Enter your Medicare Identification
Number (if issued) and the NPI you
would like to link to this number in
Section 4.

Complete all sections except 2F, 2G,
and 2H
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SECTION 1: BASIC INFORMATION (continued)

B. Check all that apply and complete the required sections:

REQUIRED SECTIONS

() Identifying Information

1, 2 (complete only those sections that are

changing), 3, 13, and either 15 (if you are the authorized
official) or 16 (if you are the delegated official), and
Section 6 for the signer if that authorized or delegated
official has not been established for this provider.

[J Adverse Legal Actions/Convictions

1, 2B1, 3, 13, and either 15 (if you are the authorized
official) or 16 (if you are the delegated official), and
Section 6 for the signer if that authorized or delegated
official has not been established for this provider.

dPr’actice Location Information, Payment Address
& Medical Record Storage Information

1, 2B1, 3, 4 (complete only those sections that are
changing), 13, and either 15 (if you are the authorized
official) or 16 (if you are the delegated official), and
Section 6 for the signer if that authorized or delegated

| official has not been established for this provider.

L) Ownership Interest and/or Managing Control Information
(Organizations)

1, 2B1, 3, 5, 13, and either 15 (if you are the authorized
official) or 16 (if you are the delegated official), and
Section 6 for the signer if that authorized or delegated
official has not been established for this provider.

LI Ownership Interest and/or Managing Control Information
(Individuals)

1, 2B1, 3, 6, 13, and either 15 (if you are the authorized
official) or 16 (if you are the delegated official), and
Section 6 for the signer if that authorized or delegated
official has not been established for this provider.

(1 Chain Home Office Information

1, 2B1, 3,7, 13, and either 15 (if you are the authorized
official) or 16 (if you are the delegated official), and
Section 6 for the signer if that authorized or delegated
official has not been established for this provider.

(Q Billing Agency Information

1, 2B1, 3, 8 (complete only those sections that are
changing), 13, and either 15 (if you are the authorized
official) er 16 (if you are the delegated official), and
Section 6 for the signer if that authorized or delegated
official has not been established for this provider.

O Special Requirements for Home Health Agencies

1, 2B1, 3, 12, 13, and either 15 (if you are the authorized
official) or 16 (if you are the delegated official), and
Section 6 for the signer if that authorized or delegated
official has not been established for this provider.

) Authorized Official(s)

1, 2B1, 3,6, 13, and 15.

[ Delegated Official(s) (Optional)

1, 2B1, 3, 6, 13, 15, and 16.
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s. Please describe the location of the current ASTC in relation to Southern
Hills Medical Center.

The ASTC is diagonally across Wallace Road from the hospital, no more
than100 yards away. It is part of the hospital campus--staffed, utilized, and
controlled by the hospital. It is treated as a Department of the Hospital.

4. Section B, Project Description, Item ILA.

Please provide the square footage and costs per square footage chart as
referenced in Attachment B.ILA.

The chart is attached following this page.

5. Section B, Project Description, Item IILB.1.

a. Please provide an overview of bus services available at the current site at
360 Wallace Road, Nashville and the proposed site.

Please see the two Metro bus route maps attached following this page.
The hospital and the ASTC currently have bus service to the intersection of
Wallace Road and Nolensville Road, at the edge of the hospital campus. A bus
line currently goes by the proposed ASTC site at American Way and Old Hickory
Boulevard.

b. Please clarify if TennCare will provide round trip transportation for
TennCare enrollees to the new site.

TennCare currently provides transportation to and from the hospital
campus, which includes the ASTC; and the applicant expects that this would also
be available at the new site, which is within the same county.
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6. Need, Item 1. (Service Specific Criteria-Construction, Renovation, Expansion,
and replacement of Health Care Institutions, #2.b)

a. The applicant has provided 10 letters of support from physicians for the
proposed ASTC relocation. Please clarify if additional letters of physician
support will be submitted expressing interest in participating at the new
location.

Additional letters of physician support are attached at the end of this letter.
More may be received as time goes on. If so, the applicant will forward them to
the Agency.

b. Why has physician’s interest in the ASTC resurfaced since 2008?

This has been addressed above in several prior questions. Briefly, many
new surgeons have joined the staff since 2008. The active surgical staff is almost
twice as large now: 39 (including 7 neurosurgeons) compared to 20. Inpatient
cases are increasing and operating room space is in higher demand in peak hours;
the larger and improved ASTC floor plan is much more attractive to the surgeons
than was the former ASTC.

7. Section C, Need, Item 4.B.

a. In CN0412-010A, the applicant noted the area immediately around
Southern Hills in southeastern Davidson County has a lower income and is
more ethnically diverse than nearby parts of northern Rutherford and north
Williamson Counties. The applicant stated Southern Hills surgery center
will be very TennCare accessible. Please clarify how the applicant plans to
serve the above mentioned population if the surgery center is moving 55
miles closer to Northern Williamson County.

The surgeons who are committing to use the new location are already on
the Southern Hills staff and their existing primary care physician referral base
within these three counties will continue to refer patients to them. The
Southern Hills surgeons will be able to schedule their ambulatory patients into the
new ASTC. The new ASTC, like TriStar Southern Hills Medical Center, will be
completely accessible to TennCare patients. It will be in the same TennCare
MCO contracts, will be staffed by the same surgeons, and will be in the same
primary service area county.
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b. What is the existing payor mix of surgical cases performed at 360 Wallace
Road, Nashville?

The supplemental table below provides a comparison of payor mix data
for the facilities and years concerned. This also addresses question 7b below.

Supplemental Table Two: Payor Mix Comparisons
Southern Hills Medical Center -- All Outpatient Surgery, 2014
Southern Hills Endoscopy Center, 2014
Southern Hills Surgery Center 2007
Southern Hills Surgery Center Projected 2017
Charity/Self
Facility/Year Medicare Medicaid Pay Other
Southern Hills
Med Center, All
OP Surgery, 2014 46.2% 16.2% 3.6% 34.0%
Southern Hills
Endoscopy Center,
2014 (Endo Only) 33.7% 9.2% 0.9% 56.2%
Southern Hills
Surgery Center, 2007 14.7% 5.0% 0.3% 80.0%
Southern Hills
Surgery Center, 2017 17.3% 12.1% 0.5% 70.1%
Notes:

1. SH Med Center data is for all hospital outpatient surgeries, wherever performed.

2. SH Endoscopy Center data is a breakout for current endoscopy cases being performed
at 360 Wallace Road (the surgery center building), as a Department of the Hospital.

3. Southern Hills Surgery Center data is for its last full year (2007) under an active
license, and for its first year (2017) at the proposed new location.
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8. Section C, Need, Item 6.

Please provide the following information for Southern Hills Medical Center
for the most recent year available.

The requested data is shown below. The theoretically available (100%)
surgical room capacity is 120,000 minutes--based on 8 hours per day per room,
250 days per year.

One O.R. is so small (long and narrow) that it is no longer scheduled. Nor
is there pre-op and post-op/PACU (post-anesthesia care unit) space to support
many more O.R. cases than the hospital is currently performing. Were the
hospital to close the surgery center without a replacement facility, the hospital
could not accommodate all of its approximately 2,500 endoscopy cases within the
hospital surgical suite.

Turn- Total
Cases | Surgical around Room Schedu- % of
Per Minutes | Minutes | Minutes lable Schedulable
CY 2013 No. | Cases | Room Used (Av'ge) Used minutes Time Used
Operating 110,055
Rooms 8* | 3,335 417 436,314 (33) 546,369 960,000* 57%
Endoscopy
Procedure 36,435
Rooms** | 3** | 2,429 810 71,172 (15) 107,607 360,000 30%
Subtotal,
Operating &
Proced. :

Rooms 11 | 5,764 524 507,486 | 146,490 653,976 1,320,000 50%
Cystoscopy
Procedure 9,009
Rooms 1 273 273 13,632 (33) 22,641 120,000 19%
Other
Procedure
Rooms 0 0 0 0 0 0 0 0
Total All
Surgical
Rooms 12 | 6,037 503 521,118 | 155,499 676,617 1,440,000 47%

*The hospital JAR reports 9 O.R.s and 1 cystoscopy room, but one O.R. is not
schedulable due to being too long and narrow to accommodate the surgical teams and
their equipment.

** The 3 endoscopy rooms are located in the ASTC building.
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b. Please clarify why the applicant is only projecting a 25% increase in
surgical cases from 2,519 in 2007 to 3,170 in 2017.

The projection is based on the applicant’s individual physician interviews.
Not every physician will be moving all of his or her ambulatory cases to the new
location. A larger caseload transfer is hoped for; but the application intends to be
conservative in its projections.

Also, please note that this will be CAGR (compound annual growth rate)
of more than 2% annually over that décade--which is not an insignificant rate of
increase.

9. Section C. Economic Feasibility Item 1 (Project Cost Chart) and Item 3

Please clarify why the total construction cost of $360.00/sq ft. is higher than
the 3™ quartile construction cost of $223.62 for ASTC projects approved by
the Agency from 2011 to 2013.

Costs appear to be increasing rapidly. The midpoint of the Registry years is
2012. This facility will be constructed in 2015 and 2016, which will impose several
more years of cost inflation. Currently HCA’s surgery center division is building two
new freestanding ASTC’s in Kansas City and Dallas. The former is costing $395
PSF and the latter is $370 PSF. Also, the company believes that it constructs its
surgery centers to very high design standards, which increases front-end costs but is
appropriate considering life-cycle costs.

10. Section C, Economic Feasibility, Item 4 (Historical Data Chart and
Projected Data Chart) .

If possible, please provide a historical data chart for 2007.

That Chart is attached following this page.
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Section C, Economic Feasibility, Item 9

a. Please briefly discuss how the Affordable Care Act will impact
unreimbursed patient care and profitability.

In its present form, the Act should increase the number of persons with
insurance coverage, especially if Tennessee opts into the Medicaid expansion
options in the program. This may induce more persons to seek medical care
earlier than they have been able to in the past. If this occurs the applicant will
likely see a modest increase in surgical cases and net revenues in the years ahead.

b. What was the ASTC payor mix in 2007? How does that compare to
projected payor mix?

Projected
Payor 2007 2017
Medicare 14.7 % 173 %
Medicaid 5.0% 12.1%
Self Pay/Charity 0.3 % 0.5%
Other 80.0% 70.1%

These payor mix data are also shown in Supplemental Table One above, in
response to question 7b.

Section C, Economic Feasibility, Item 10
Please provide the latest audited financial statements for HCA Holdings, Inc.
The income statement and balance sheet that were provided in the

Attachments to the submitted application are the most recent audited statements
of HCA Holdings, Inc. as submitted in the company’s Annual Report.
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13. Section C, Orderly Development, Item 2.

The applicant mentions moving several thousand annual cases from a
hospital setting to an ASTC setting. Please complete the following chart to
measure the impact on Southern Hills Medical Center of the surgical volume
relocation.

Actual and Projected Surgical Utilization: 2007-2017
Southern Hills Medical Center and Southern Hills Surgery Center
2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | | 2017 | 2018
9

Hospital | #ORs 9 9 9 9 9 9 8 8 8
#PRs 1 1 1 1 1 1 1 1 1 1
Cases 3,611 | 3,544 | 3,741 | 3,332 | 3,158 | 3,459 | 3,608 | 3,810 3,974 | 4,549

Inpatient 1,312 | 1,247 | 1,133 970 883 | 1,170 | 1,217 | 1,391 1,564 | 1,627

Outpatient | 2,299 | 2,297 | 2,608 | 2,362 | 2,275 | 2,289 | 2,391 2,419 2,410 | 2.922

Cases/room 361 354 374 333 316 346 361 423 442 505
ASTC #ORs 3 3 3 3 3 3 3 3 3 3
#PRs 2 2 2 2 2 2 2 2 2 2
Cases 2,519 | 1,390 0 0| 2,206 | 2,351 | 2,459 | 2,429 3,170 | 3,602
Cases/room 504 556 0 0
Notes:

1. Hospital cases do not include outpatient endoscopies performed in the ASTC from
2011 through 2014.

2. The ASTC cases in 2011-14 are endoscopy cases performed in the ASTC as a
department of the hospital.

3. The ASTC cases in 2017-2018 have the case mix as projected on p. 35 of the
application.

4. The hospital no longer schedules cases into one of its OR’s, which is too long and
narrow to be acceptable to the medical staff, although it is approximately the minimum total
SF allowable under Licensure standards.

5. The projection methodology for hospital cases is shown on the worksheet following
this page. As discussed in the original application, ASTC projections reflect physician
interviews conducted by HCA'’s surgery center development staff.
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METHODOLOGY for Actual and Projected Surgical Utilization: 2007-2017
Southern Hills Medical Center and Southern Hills Surgery Center o
ASTC Yr 1|ASTC Yr 2
2007 2008 2009 2010 2011 2012 2013 2014 2017 2018
Hospital i Operating Rooms 9 9 9 9 9 9 9 8 A FEsEEEE
# Procedure Rooms 1 1 1 1 1 1 1 1 i 1
Total Rooms 10 10 10 10 10 10 10 9 e R
Cases 3,611 3,544 3,741 3,332 3,158 3,459 3,608 3,810 3974 | 4,549
P 1,312 1,247 1,133 970 883 1,170 1,217 1,391 1,564 1,62?1
oP 2,299 2,297 2,608 2,362 2,275 2,289 2,391 2,419 o a10f ' 2,922|
Cases/Room 361 354 374 333 316 346 361 423 442 50_5___
ASTC # Operating Rooms 3 3 3 3 3 3 3l 3 | | |
# Procedure Rooms 2 2 2 2 2 2 2 2 | R |
Total Rooms 5 [ 5 5 5 5 5 5 Lo R
Cases 2,519 1,390 0 0 2,206 2,351 2,429 2,542 3,170 | 38,602
Cases/Room 504 278 0 0 441 470 486 508 B34 | 720

Projection of Hospital Cases:

1. Hospital IP cases have increased recently at approximately 4% annually; the projection is for this to continue through 2018.

2014 annd| 2015 2016 | 2017 | 2018
1391 1446 1504| - 1564| .. 1627
change: 4%, a%| o da%| A%

2. Hospital OP cases have increased recently at approximately 4% annually; the projection is for this to continue through 2018.

2014 annd| 2015 2006 | 2017 | 2018 |
Non-endo OP cases 2,419 2,515 2,617 i 2,830
Endo OP cases 2,542 2,644 2,749 | 2855 | 2974
Total OP cases 4,961 5,159 5366 5580 5804
change: 4% 4% %l . 4%

3. The ASTC s projected to derive all of its cases in Year One from the hospital and 80% of its cases in Year Two from the hospital.
In other words, in Year Two the ASTC will have 20% of its cases from new referrals not taken from the hospital.
This will leave the following OP cases at the hospital.

2014annd| 2015 2016 2017 | 2018
Non-endo OP cases 2,419 2,515 2,617 2721 | 2830
Endo OP cases 2,542 2,644 2,749 2,859 | 2974
Total Available OP cases 4,961 5,159 5,366) . . 5580| = 5,804
ASTC Cases Being Moved from the Hospital . 3470]  2,882|(2,882 is 80% of 3,602 Year Two ASTC caseloads)
NET Hospital OP cases 24100 2922
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14. Section C, Orderly Development, Item 3.

SUPPLEMENTAL #1

November 25, 2014
8:45 am

a. Licensing and Accreditation Inspections are listed in the Index of
Attachments. Please provide.

b. Since the hospital performed endoscopies in a licensed ASTC, please
provide the latest licensure survey for the license listed below.

118.

SOUTHERN HILLS
SURGERY CENTER
360 WALLACE ROAD
NASHVILLE , TN 37211
Attn: TIM EVANS

(615) 332-3030

Administrator: TIM EVANS
Owner Information:
SURGICARE OF
SOUTHERN HILLS, INC.
360 WALLACE ROAD

INASHVILLE, TN 37211
(615) 332-3030

Facility License Number:
00000185

Status: Licensed

Date of Last Survey:
10/19/2006

\Accreditation Expires:
Date of Original
Licensure: 07/26/2005
Date of Expiration:

07/22/2015

That entry in the Index of Attachments was a placeholder, because the
applicant expected to be able to locate those documents and to submit them

during the supplemental cycle.

However, after best efforts in searching corporate and facility archives, the
ASTC owner has not yet been able to find either the most recent (10-19-06)
licensing inspection/ plan of correction, or the most recent AAAHC accreditation
inspection or certificate (probably done in 2005 or 2006).

The applicant will continue to pursue those seven-year-old documents in
TDH Licensure files and at AAAHC offices, and if located they will be submitted
to the Agency. The applicant respectfully requests that lack of these documents at
the present time not delay acceptance into the December 1 CON review cycle.

c. Please clarify if the applicant will pursue Joint Commission Accreditation.

The ASTC will pursue re-accreditation by the AAAHC (American Association
for Accreditation of Health Care), the organization which had previously accredited this

facility.
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Page Seventeen
November 24, 2014

Additional Supplemental Information

Attached after this page are two revised application pages. Page 28R has a
corrected title (name of project) and page 35R corrects the entries for Urology cases in
Years One and Two.

Also attached are Joint Commission Certificates of Distinction for TriStar
Southern Hills Medical Center. The hip and knee certificates illustrate programs now
growing at the hospital. A spinal program is also in place and the hospital anticipates
Certificates of Distinction in that area too. This information is to illustrate why the
hospital anticipates strong growth in its inpatient and outpatient surgery volumes.

It should also be mentioned that although the ASTC and the hospital are separate
legal entities, HCA considers them to be operationally unified, in the sense that they are
one provider entity for planning and evaluation purposes. Transfer of surgical cases from
the hospital to the ASTC is not regarded as an adverse impact on their combined
operations in terms of case volumes. So, although the hospital in these tables is incurring
a “loss of surgeries”, it is not adversely impacting the hospital in the view of the parent
company because the “lost” cases are remaining within the company and within the
control of TriStar Southern Hills’ operational team.

Thank you for your assistance. We hope this provides the information needed to
accept the application into the next review cycle. If more is needed please email or
telephone me so that we can respond in time to be deemed complete.

Respectfully,

st — L2 CE srrt—

hn Wellborn
Consultant
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TENNESSEE WOMEN’S CARE, PC

Obstetrics and Gynecology
343 Franklin Road | Suite 108 | Brentwood, TN 37027
T 615-373-1255 F 615-371-9040

November 12, 2014

Melanie Hill, Executive Director

. Tennessee Health Services and Development Agency

Andrew Jackson Building, 9™ Floor
502 Deaderick Street
Nashville, TN 37243

- ‘RE:  CON Application to Relocate the Southern Hills Surgery Center

From: Stephen Michael Staggs M.D., M.T.S.
Tennessee Obstetrics & Gynecology
343 Franklin Road, Brentwood, Tennessee 37027

Dear Mrs. Hill:

- ‘This practice supports the proposal to relocate the Southern Hills Surgery Center within

Davidson County, from its present location on Wallace Road, to a new site five miles
from the TriStar Southern Hills Medical Center campus.

“The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery

Center to be located in a building and on property owned by the hospital.

.

- We understand that the facility will offer an opportunity for its surgical staff to participate
“in ownership through syndication at a later time. We are interested in that opportunity.
.Your favorable consideration of the project would be much appreciated by us and our

colleagues.

I have worked in Brentwood for 32 years on Franklin Road and patients need this surgery -

center.

Stephen taggs

K lala il N 1Y PR 1A 1 R T TR VTR T /I AN/ NAAA £ /710 NOZ DN
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Southern Hills Surgical Consultants
TRI @‘ISTAR MEDICAL GROUP 397 Wallace Road, Suite. C-414
November 12, 2014 Nashville, TN 37211
phone: 615-781-9499
fax: 615-781-3882
TriStarMedGroup.com
Melanie Hill, Executive Director
Tennessee Health Services arﬁd Development Agency Suhail H. Allos, M.D., FACS
Andrew Jackson Building, 9" Floor
. ? J T. Ettien, M.D,, FACS
502 Deaderick Street ames T =Hen
Nashville, TN 37243 Thomas C. Krueger, M.D., FACS

RE: CON Application to Relocate the Southern Hills Surgery Center Jeff F. Seebach, M.D., FACS

Mark W. Shelton, M.D., FACS
Dear Mrs. Hill:

This practice supports the proposal to relocate the Southern Hills Surgery Center within
Davidson County, from its present location on Wallace Road, to a new site five miles
from the TriStar Southern Hills Medical Center campus:

The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery
Center to be located in a building and on property owned by the hospital.

We understand that the facility will offer an opportunity for its surgical staff to participate
in ownership through a syndication at a later time. We are interested in that opportunity.
Your favorable consideration of the project would be much appreciated by us and our
colleagues.

Respectfully,

Signature:

Name: :S'M> T ﬂ—r’n@ o

Medical Specialty: ﬁ.kfﬂzg-\-d/
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DR. DAVID GILPIN

Facial Plastic & Reconstruetive Surgery, ENT

145

A

397 Wallace Road * Holmes Plaza * Suite 101 Nashville, TN 37211 * 615-942-7301 * www.DrDavidGilpin.com

November 12, 2014

Melanie Hill, Executive Director -
Tennessee Health Services and Development Agency
Andrew Jackson Building, 9% Floor

502 Deaderick Street

Nashville, TN 37243

RE: : CON Application to Relocate the Southern Hills Surgery Center
Dear Mrs. Hill:

This practlce supports the proposal to relocate the Southern Hills Surgery Center within Davidson County, from
its present location on Wallace Road, to a new site five miles from the TriStar Southern Hills Medical Center

campus.

The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery Center to be located in
a building and on property owned by the hospital.

We understand that the facility will offer an opportunity for its surgical staff to participate in ownership through
a syndication at a later time. We could be interested in that opportunity and would appreciate the Agency’s
favorable consideration of this project.

Respectfully,

Lo 2 77

David A. Gilpin, M.D.
Facial Plastic and Reconstructive Surgery/Otolaryngology
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November 12, 2014

Melanie Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE:  CON Application to Relocate the Southern Hills Surgery Center

Dear Mrs. Hill:

This practice supports the proposal to relocate the Southern Hills Surgery Center within
Davidson County, from its present location on Wallace Road, to a new site five miles

from the TriStar Southern Hills Medical Center campus.

The relocation will enable TriStar Southern Hills Medical Center’s Ambulatory Surgery
Center to be located in a building and on property owned by the hospital.

We understand that the facility will offer an opportunity for its surgical staff to participate
in ownership through a syndication at a later time. We are interested in that opportunity.
Your favorable consideration of the project would be much appreciated by us and our
colleagues.

Respectfully,

Signature:

Name:  Poeit— . M&R’ke/ Q)

Medical Specialty: N Quf()‘}MaBU
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AFFIDAVIT 2
STATE OF TENNESSEE
COUNTY OF DAVIDSON

NAME OF FACILITY

I, JOHN WELLBORN, after first being duly sworn, state under oath that | am the lawful
agent of the apphcant named in this Certificate of Need application or the lawful agent
thereof, that | have reviewed all of the supplemental information submitted herewith,

and that it is true accurate and complete to the best of my knowledge.

77 -

ure/Title

Sworn to and subscribed before me, a Notary Public, this the2‘5‘u" day of NoVemlaeﬂf, 20 M,
witness my hand at office in the County of DAVIDSON, State of Tennessee.

NO UBLIC
My commission expires 7/ ,I Py fl élD\X/ ; -

HF-0043

Revised 7/02






CERTIFICATE OF NEED
REVIEWED BY THE DEPARTMENT OF HEALTH
DIVISION OF POLICY, PLANNING AND ASSESSMENT
615-741-1954

DATE: February 27, 2015

APPLICANT: Southern Hills Surgery Center
Unaddressed site at the NE corner of intersection
At Old Hickory Blvd. and American General Way
Brentwood, Tennessee 37250

CN1411-047

CONTACT PERSON: John L. Wellborn, Consultant
Development Support Group
4219 Hillsboro Road, Suite 210
Nashville, Tennessee 37215

COST: $17,500,000

In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed
this certificate of need application for financial impact, TennCare participation, compliance with
Tennessee’s State Health Plan, and verified certain data. Additional clarification or comment
relative to the application is provided, as applicable, under the heading “Note to Agency Members."”

SUMMARY:

The applicant, Southern Hills Surgery Center, owned and operated by Surgicare of Southern Hills,
seeks Certificate of Need (CON) approval to relocate its ambulatory surgery center (ASTC) from
360 Wallace Road, Nashville, Tennessee, to a leased space in a building to be constructed at an
unaddressed site in the northeast corner of Old Hickory Blvd. and American General Way in
Brentwood, Tennessee.

The proposed site is within Davidson County, adjoining Old Hickory Boulevard, less than a mile
east of the intersection of Old Hickory Boulevard and I-65. This facility will contain three operating
rooms and two procedures rooms; the same as the current facility located at Wallace Road. The
project involves 18,109 square feet of leased space at a cost of $360 per square feet. The
estimated project cost is $17,500,000 and funding will be provided through a cash transfer from
HCA Holdings, Inc. The applicant provides documentation of funding availability for the project in
Attachment C. Economic Feasibility-2.

Southern Hills Surgery Center is wholly owned by HCA, Inc. through a series of wholly owned HCA
subsidiaries. The applicant intends to syndicate the ASTC with physicians at the new location, and
if that occurs, the applicant will maintain majority (51% or more) control of the facility.

GENERAL CRITERIA FOR CERTIFICATE OF NEED

The applicant responded to all of the general criteria for Certificate of Need as set forth in the
document Tennessee’s State Health Plan.

NEED:

The 2015 population of Davidson County is 663,151, increasing to 688,318 in 2018; an increase of
3.8%.

Southern Hills Surgery Center (SHSC) proposes to relocate its multi-specialty ASTC 5.5 miles from

DOH/PPA/...CON#1411-047 Southern Hills Surgery Center
Construction, Renovation, Expansion, and
Replacement of Healthcare Institutions



its present location to south Nashville close to the Brentwood city boundary. Both the current and
proposed sites are within the far southern portion of Davidson County.

This project will not change the ASTC’s scope of services nor its surgical capacity. The current
facility contains 3 operating rooms and two procedure rooms. The proposed ASTC will be a one-
story facility with approximately 18,109 square feet and will have 3 surgical rooms and 2 procedure
rooms with shelled-in space for a 4™ operating room; all constructed to meet current AIA
standards when DOH licensure adopts these standards. In addition, the facility will contain
thirteen pre-op and five post-op/recovery stations.

The current ASTC on Wallace Road was approved in 2004 by HSDA and licensed by DOH in 2005.
At that time, the building was leased from an unrelated third party. When originally developed,
Southern Hills Surgery Center was owned by Southern Hills Surgery Center, L.P., in which
Surgicare Southern Hills was the general partner. At that time, surgeons on staff at TriStar
Southern Hills Medical Center held partnerships interests. Several years later, the L.P. was
dissolved and Surgicare of Southern Hills, Inc. became sole owner and licensee as it is currently.

In mid-2008, the facility ceased to perform significant numbers of cases and its cases were moved
back to Southern Hills Medical Center. The facility has not performed cases as an ASTC since that
time. TriStar Southern Medical Center has performed its own GI endoscopy cases due to lack of
hospital surgical capacity on peak days at the ASTC location. The ASTC license has been in
inactive status since 2008 and is subject to annual review by DOH's Licensure Board.

The applicant reports there is now an increased physician presence that was not there in 2008.
The active surgical staff has increased and is almost twice as large as before. Inpatient cases are
increasing and operating space is in higher demand. The ASTC is a much more attractive choice
for surgeons than the former ASTC.

The need for this project is demonstrated by the following improvements that would be created by
the approval of the applicant’s proposed project.

e Building a newer facility, built to up-to-date design standards and State codes; with larger
operating rooms and 18 pre-op and 5 post-op/recovery stations with the same operating
complement will provide an increase in the quality of care the patients will receive. In
addition, the new facility will have an air changer that will cleanse the ORs 15 times a day.

The facility will increase the OR room size to 415 square feet of space from the old room
size of 340 square feet. The overall facility space will increase from 12,958 to 18,109
square feet.

o Currently, there is no multi-disciplinary ASTC's in the immediate Brentwood area. This
area is home to populous, high growth residential and office communities near Brentwood;
with portions located in both Davidson and Williamson counties.

e The applicant notes that by moving a large number of cases from the hospital’s operating
rooms to the ASTC, there will be a cost savings of up to 40% or more for the healthcare
system.

e The current facility is leased from an unrelated third party with lease payments of $30,000
per month. HCA’s preference is to buy instead of renting real estate and make payments
to HCA subsidiaries, thus keeping all revenues within the company.

The project’s service area will remain the same as the current ASTC site. The service area
population projections are provided below.

DOH/PPA/...CON#1411-047 22 Southern Hills Surgery Center
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Service Area Total Population Projections for 2015 and 2019

County 2015 Population | 2019 Population | % Increase/
(Decrease)

Davidson 663,151 688,318 3.8%

Rutherford 302,237 338,904 12.1%

Williamson 207,872 228,670 10.0%

Total 1,173,260 1,255,892 7.0%

Source: Tennessee Population Frojections 2000-2020, February 2008 Revision, Tennessee
Department of Health, Division of Health Statistics

In 2008, the last year the ASTC was in operation, the facility performed 1,390 total cases or 556
cases per room. The facility projects 3,170 and 3,602 cases in 2017 and 2018, respectively.

TENNCARE/MEDICARE ACCESS:
The applicant will participate in the Medicare and Medicaid programs and will contract with
AmeriCare or BlueCare, United Healthcare Community Plan, and TennCare Select.

The applicant projects a 17.3% or a $4,851,441 Medicare payor mix, 12.1% or $3,393,204 a
TennCare payor mix.

ECONOMIC FACTORS/FINANCIAL FEASIBILITY: The Department of Health, Division of
Policy, Planning, and Assessment has reviewed the Project Costs Chart, the Historical Data Chart,
and the Projected Data Chart to determine if they are mathematically accurate and the projections
are correct based on the applicant’s anticipated level of utilization. The location of these charts
may be found in the following specific locations in the Certificate of Need Application or the
Supplemental material:

Project Costs Chart: The Project Cost Chart is located on page 39 of the application.
The total estimated project cost is $17,357,832.

Historical Data Chart: The Historical Data Chart for 2007 is located in Supplemental 1.
In 2007, the facility performed 2,519 cases with a net operating loss of ($773,645).

Projected Data Chart: The Projected Data Chart is located on page 43 of the
application. The applicant projects 3,170 and 3,602 cases in years one and two, with net
operating income of $116,527 and $241,976, each year, respectively.

The applicant provided the average charges, deductions, net charge, and net operating income
below.

Cases 3,170 3,602
Average Gross Charge Per case $8,847 $8,980
Average Deduction per case $7,467 $7,579
Average Net Charge (Net Operating Revenue) per case $1,380 $1,401
Average Net Operating Income After Expenses, per case $131 $150

The applicant compared their proposed 2017 charges with the 2013 service area facilities on page
46 of the application. The applicant’s charges compare favorably with those of the other facilities
in the service area.

The applicant needs a larger space, more current licensing designs, and a reduced lease payment
to third parties. There were no other alternatives available to meet these needs.
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CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE:

Southern Hills Surgery Center has been and will continue to be affiliated with HCA Health Services
of Tennessee, the HCA Division office responsible for operations of HCA’s hospitals and surgery
centers. The applicant will remain specifically affiliated with TriStar Southern Hills Medical Center
and with whom they will share the surgical staff.

Southern Hills Surgery Center believes the placing of a new ASTC in a large and growing
community will have a positive effect. Moving several thousand cases from the hospital setting will
lower reimbursement costs paid by insurers. In addition, the increased accessibility of the new
location will allow Southern Hill’s surgeons to serve patients at a preferred site.

The applicant states that due to most of the projected ASTC's utilization coming from TriStar
Southern Hills Medical Center’s own surgical suites, other area facilities should not be adversely
affected.

The projected staffing for the project is located on page 52 of the application. The applicant
projects 19.0 FTEs in year one and 22.0 FTEs in year two of the project. It is anticipated that most
of the staff will be transferring from TriStar Southern Hills Medical Center’s own staff.

Southern Hills Surgery Center is not currently involved in the training of students.

The applicant is licensed by the Tennessee Department of Health, Board for Licensing Healthcare
Facilities, Medicare and Medicaid certified, and fully accredited by the Accreditation Association for
Ambulatory Health Care.

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED

The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the
document 7ennessee’s State Health Plan.

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT
OF
HEALTH CARE INSTITUTIONS

1.  Any project that includes the addition of beds, services, or medical equipment will be
reviewed under the standards for those specific activities.

This criterion is not applicable.
2. For relocation or replacement of an existing licensed health care institution:

a. The applicant should provide plans which include costs for both renovation and
relocation, demonstrating the strengths and weaknesses of each alternative.

The applicant looked at renovation but the existing building was not suitable to expand
the surgical suites, pre-op, and recovery areas to meet licensure standards.
Additionally, the problem of large lease payments to an unrelated third party was a
major priority in relocating and building a new facility. The proposed project is the
most feasible way of realizing a successful business venture.

b. The applicant should demonstrate that there is an acceptable existing or projected
future demand for the proposed project.

The applicant submitted letters of support from surgeons who will perform case at the
new location. The applicant states these commitments along with the continued
population growth in the area, make this project feasible.
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3. For renovation or expansions of an existing licensed health care institution:

a. The applicant should demonstrate that there is an acceptable existing demand for the
proposed project.

b. The applicant should demonstrate that the existing physical plant’s condition warrants
major renovation or expansion.

The above criteria are not applicable.
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